PUBLICATIONS 


OF THE 


AMERICAN Economic ASSOCIATION 


Vol. X.- .No..3...Supplement. > {pis vour potters oe pear: 





Hanp-Boox 


OF THE 


American Economic Association 


4895 


TOGETHER WITH 


REPORT OF THE 


Seventa Annuat Meetine 


COLUMBIA COLLEGE, DECEMBER 27-29, 1804 


MARCH, 1895 


PUBLISHED FOR THE 
AMERICAN Economic ASSOCIATION 
BY MACMILLAN & COMPANY 
NEW YORK 


LONDON : SWAN SONNENSCHEIN & CO. 





AMERICAN ECONOMIC ASSOCIATION. 


Organized at Saratoga, September oth, 1885. 


OFFICERS : 


£x-Presidents, 
FRANCIS A. WALKER, LL.D., 
CHARLES F. DunBar, LL.D., 


President, 
JouN B. CLARK, Ph.D., 


Vice-Presidents, 
James H. CaNnFIELD, LL.D., 
ARTHUR T. HapLey, M.A, 
GEORGE W. KNIGHT, Ph.D., 


Secretary, 


JEREMIAH W. JENKS, Ph.D., 
Cornell University, Ithaca, N. Y. 


Treasurer, 


FREDERICK B. HAWLEY, A.M., 
141 Pearl Street, New York City. 


Publication Committee, 


H. H. Powers, A.M., Chairman, 
H. W. FaRNAM, A.M., 

W. J. ASHLEY, A.M., 

Davis R. DEwEy, Ph.D., 
Wiu1aM A. Scort, Ph.D., 


All communications of an editorial nature should be ad- 
dressed to Prof. H. H. Powkrs, Northampton, Mass. 

Inquiries and other communications regarding member- 
ship, meetings, and the general affairs of the Association, 
should be addressed to the SECRETARY AMERICAN ECONOMIC 
AssocraTion, Cornell University, Ithaca, New York. 

Orders for monographs, sudscriptions, etc., should be ad- 
dressed to MACMILLAN & Co., 66 Fifth Avenue, New York 
City. 





EXTRACT FROM THE CONSTITUTION. 


ARTICLE IV.—MEMBERSHIP. 


Any person may become a member of this Association by paying 
three dollars, and after the first year may continue a member by pay- 
ing an annual fee: of three dollars. On payment of fifty dollars any 
person may become a life-member, exempt from annual dues. 

Note.—Each member shall be entitled to receive all reports and 
publications of the Association. Members are allowed dealers’ dis- 
count on back publications. 











PUBLICATIONS 


OF THE 


AMERICAN Economic ASSOCIATION 


Six numbers per year. 
Vol. X. No. 3. Supplement. { prite'Your Dollers per year. 


Hanp-Boox 


OF THE 


American Economic Association 


1895 


TOGETHER WITH 


REPORT OF THE 


Seventa Annuar MEETING 


COLUMBIA COLLEGE, DECEMBER 27-29, 1894 
MARCH, 1895 


PUBLISHED FOR THE 
AMERICAN ECONOMIC ASSOCIATION 
BY MACMILLAN & COMPANY 
NEW YORK 


LONDON : SWAN SONNENSCHEIN & CO. 





PRESS OF 
ANDRUS & CHURCH, 
ITHACA, N. Y. 











eee ees 


Pee 













Hand-Book 


of the 


American Economic 


Association, 


1805. 








HAND-BOOK OF THE AMERICAN 


THE 


TABLE OF CONTENTS. 


TION . 

INTRODUCTION .. 

CONSTITUTION . 

By-LAWS. . 

OFFICERS . 

COUNCIL . ° ; 

HONORARY Munaxns . : 

List OF MEMBERS AND Suascuramns ‘ 

SEVENTH ANNUAL MEETING 

REPORT OF PROCEEDINGS. . 

REPORT OF SECRETARY . 

REPORT OF TREASURER . 

ADDRESS OF WELCOME, AND RusPonss . 

ABSTRACTS OF PAPERS AND DISCUSSIONS . 

The Modern Appeal to Legal Forces in Nesneuste 
Life . eo 

The Chicago Strike. . 

The Unemployed. 

Population and Capital . a 

The Use of Credit Instruments in Retail Trade . 

Trade of the United States with the East.. . 

The Pope and the Encyclical on Labor... . . 

Competition as a Basis of Economic Theory . . 

The Theory of Public Expenditures . 

The Ethical Basis of Distribution and its Dessinge on 
Taxation. 

Application of Theories of Value to the Question of 
the Standard of Deferred Payments. . 
Statistics as an Instrument of Investigation in 

Sociology : 
The Relation of Sociology to » Renee. 
The Historical School, a Retrospect . 
The Teaching of Economics in the Secondary Schools 


PAGE. 


ECONOMIC ASSOCIA- 














































IOI 






103 






117 ° 









AMERICAN ECONOMIC ASSOCIATION. 


The American Economic Association has now com- 
pleted its tenth year. Organized for the purpose of en- 
couraging scientific study of economic and social prob- 
lems and for the diffusion of knowledge regarding them, 
it has, by holding closely to its declared work, accom- 
plished much. 

It has brought into association nearly all the scientific 
investigators of economic problems in this country, to- 


gether with very many from all departments of social 


and business life who have an interest in such investi- 
gations. It has no economic creed, but persons of all 
shades of opinion on economic questions are welcomed, 
and different schools are given a hearing in its annual 
meetings and through its publications. Its influence has 
already been widely felt in stimulatrng research and 
bringing about a good understanding among the various 
classes of thinkers represented in its membership. 
Perhaps the most important service of the Association 
to the cause of science is rendered by the publication of 
the results of economic study, to which its membership 
assures a wide circulation. Nine annual volumes of six 
numbers each have been already issued, and they con- 
tain much of the best thought of the leading economists 
of the country. Some of them have treated impartially 
and thoroughly questions of the day in response to the 
popular demand ; but the Association has also undertaken 
to bring before economic thinkers investigations of a 
more purely scientific and technical nature bearing upon 
points of economic history and theory,—works which 
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perhaps other publishers would hardly feel sufficient in- 
ducement to put before the public. Members of the As- 
sociation thus not only themselves derive the benefit of 
the publications which they receive, but they contribute 
also to the progress of economic thought by rendering 
possible the diffusion of the results of studies in the field. 
The monographs published are carefully selected by a 
committee of five well-known economists, so that their 
high standard of excellence is assured. 

The Association further contributes indirectly to the 
dissemination of economic literature, in that its mailing 
list is quite often used by the government and by other 
organizations for the mailing of valuable pamphlets. 
During the past year there have been sent to members, 
among others, the work on “ The Future of Silver,” by 
Edward Suess, published by the government, and the 
report of the forestry experiment on the Vanderbilt es- 
tate in North Carolina, “ Biltmore Forest.” It is hoped 
that still more can be done in this direction in the future. 

The annual meetings of the Association afford oppor- 
tunity for the free discussion of important topics as well 


as for making acquaintances among those interested 


in economic questions. The report of each meet- 
ing is incorporated with the annual hand-book of the 
Association, which is published in addition to the regu- 
lar series of monographs. The report contains carefully 
prepared abstracts of the papers presented and of the dis- 
cussions upon them. 

In addition to securing means for the continuance of 
the system of offering prizes for the best essays on im- 
portant economic topics, it is considered very desirable 
to undertake the publication of translations of the most 
important foreign treatises on economics, as well as the 
reprinting of rare and valuable books in English. Such 
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an increase in the work of the Association can be brought 
about, however, only by a large increase in the annual 
membership list, or by securing many more life mem- 
bers. It is hoped that the members of the Association 
and others interested in such enterprises will exert 
themselves to secure new members, offers of prizes, or 
funds for special work that the Association may under- 


take. 

Any person may become a member of the Association 
by application to the secretary. "The membership fee is 
three dollars annually. A life membership may be se- 
cured by the payment of fifty dollars. Members are en- 
titled to all publications, and also receive a discount of 
one-sixth upon any back numbers or volumes which they 
may wish to purchase. Libraries and other organizations 
may receive the publications by paying an annual sub- 


scription of four dollars. 





CONSTITUTION. 


ARTICLE I. 
NAME. 


This Society shall be known as the AMERICAN Eco- 
NOMIC ASSOCIATION. 


ARTICLE IL 
OBJECTS. 


1. The encouragement of economic research, espe- 
cially the historical and statistical study of the actual 
conditions of industrial life. 

2. The publication of economic monographs. 

3. The encouragement of perfect freedom of eco- 
nomic discussion. ‘The Association, as such, will take 
no partisan attitude, nor will it commit its members to 
any position on practical economic questions. 

4. The establishment of a bureau of information de- 
signed to aid members in their economic studies. 


ARTICLE III. 


MEMBERSHIP. 


Any person may become a member of this Association 


by paying three dollars, and after the first year may con- 
tinue a member by paying an annual fee of three dollars. 
On payment of fifty dollars any person may become a 
life member, exempt from annual dues.* 


* NoTE.—Each meinber shall be entitled to receive all reports and 
publications of the Association. 





Constitution. 
ARTICLE IV. 
HONORARY MEMBERS. 


The Council may elect foreign economists of distinc- 
tion, not exceeding twenty-five in number, honorary 
members of the Association. Each honorary member 
shall be entitled to receive all reports and publications 


of the Association. 


ARTICLE V. 
OFFICERS. 


The officers of the society shall consist of a President, 
three Vice-Presidents, a Secretary, a Treasurer, a Publi- 
cation Committee and a Council. 


ARTICLE VI. 
COUNCIL. 


1. The Council shall consist of an indefinite number 
of members of the society, chosen, with the exception of 
the original members, for three years. It shall have 
power to fill all vacancies in its membership, and may 
add to its number. 

2. It shall elect the President, Vice-Presidents, Sec- 
retary and Treasurer, which officers, with the Chairman 
of the Publication Committee, shall constitute an Execu- 
tive Committee with such power as the Council may en- 
trust to it. 

3. The Council shall organize itself into a number 
of standing committees upon the various lines of research 
undertaken. ‘These committees shall prepare reports 
from time to time upon such subjects relating to their 


respective departments as they may select, or as may be 
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referred to them by the Council. These reports shall be 
presented to the Council at its regular or special meet- 
ings and be open to discussion. All papers offered to 
the society shall be referred to the appropriate commit- 
tees before being read in the Council. 

4. The Council shall have charge of the general in- 


terests of the society, and shall have power to call meet- 
ings and determine what reports, papers, or discussions 
are to be printed, and may adopt any rules or regulations 
for the conduct of its business not inconsistent with this 
constitution. 

5. The Council shall elect a Committee on Publica- 
tions, which shall consist of five members, so classed that 
after the first election one member’s term shall expire 
each year. This committee shall have charge of and 
responsibility for the scientific publications of the Asso- 


ciation. 


ARTICLE VII. 
AMENDMENTS. 


Amendments, after having been approved by a majori- 
ty of the Council, may be adopted by a majority vote of 
the members present at any regular meeting of the Asso- 


ciation. 





BY-LAWS. 


1. The President of the Association, who shall be 
ex-officio a member of the Council, shall preside at all 
meetings of the Council and Association, and perform 
such other duties as may be assigned to him by the Coun- 
cil. In case of inability to perform his duties, they 
shall devolve upon the Vice-Presidents in the order of 
their election, upon the Secretary and Treasurer, and 
upon the Chairmen of the Standing Committees, in the 
order in which the committees are mentioned in the list. 

2. The Secretary shall keep the records of the Asso- 
ciation, and perform such other duties as the Council 
may assign to him. 

3. The Treasurer shall receive and have the custody 
of the funds of the Association, subject to the rules of 
the Council. 

4. The following Standing Committees shall be or- 
ganized : 


(1). On Labor. 

(2). On Transportation. 

(3). On Trade. 

(4). On Public Finance. 

(5). On Industrial and Technical Education. 

(6). On Exchange. 

(7). On General Questions of Economic Theory. 
(8). On Statistics, 


(9). On Teaching Political Economy. 


The Executive Committee may appoint such special 
committees as it may deem best. 





14 American Economic Association. 


5. Atany meeting called by the general summons 
of the President, five members shall constitute a 
quorum. 

6. Papers offered for the consideration of the Council 
shall be referred by the Secretary, each to its appropri- 
ate committee. 

7. In order to encourage economic research, the 
Association proposes to render pecuniary assistance in 
the prosecution of the same, and to offer prizes for the 
best monographs upon selected topics. It stands ready 
to accept and administer any fund placed at its disposal 
for either purpose. 

8. The Executive Committee shall have power at 
any time to add new members to the Council. 

g. The Executive Committee shall assign all mem- 
bers of the Council to one of the Standing Committees, 
and shall appoint the Chairmen of the Committees. 

10. It shall be the duty of the Chairmen of the 


respective Committees to organize and direct the work 
of the same, under the general control of the Council. 
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Treasurer, 
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THE SEVENTH ANNUAL MEETING. 


The Seventh Annual Meeting of the American Eco- 
nomic Association was held with Columbia College, New 
York City, December 26-29, 1894. An unusually large 
number of members and visitors were present, and 
though the program was full and there were six sessions, 
the interest did not flag. The following program had 
been prepared : 

WEDNESDAY, DECEMBER 26. 


Evening Session, 8 p. m. 
T. Address of Welcome, President SETH Low, Columbia College. 
II. Response by the President of the Association. 
. President’s Annual Address. The Modern Appeal to Legal 


Forces in Economic Life, 
Professor JOHN B. CLARK, Amherst College. 


THURSDAY, DECEMBER 27. 
Morning Session, 10 a. m. 
. The Chicago Strike, 
Hon. CARROLL D. WRIGHT, Commissioner of Labor. 


. Paris Labor Exchange, 
Dr. SAMUEL M. LINDSAY, University of Pennsylvania. 


. The Unemployed. 
Professor Davis R. DEWEY, Mass. Inst. of Technology. 


Afternoon Session, 2:30 p. m. 
. Population and Capital, 
Professor ARTHUR T. HADLEY, Yale University. 


. Credit Instruments in Retail Trade, 
Professor DAvID KINLEY, University of Illinois. 


. Our Trade with the East, 
Hon. WORTHINGTON C. ForpD, Chief of Bureau of Statistics. 


. The Pope and the Encyclical on Labor, 
Mr. JOHN GRAHAM BROOKS, Cambridge, Mass. 


5to7 p.m. 
Reception to the Association by President SETH Low. 
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FRIDAY, DECEMBER 28. 
Morning Session, rv a. m. 

I. Competition as a Basis of Economic Theory, 

Professor FREDERICK C. Hicks, University of Missouri. 
II. The Theory of Public Expenditure, 
Professor HENRY C. ADAMS, University of Michigan. 
{ III. The Ethical Basis of Distribution and its Bearings on Taxation, 
B Professor THOMAS N. CARVER, Oberlin College. 
IV. Application of Theories of Value to the Question of the Standard 
of Deferred Payments, 

Dr. FRANK FETTER, Cornell University. 


Afternoon Session, 3 p. m. 


I. Statistics as an Instrument of Investigation in Sociology, 
Professor RICHMOND MAYo-SMITH, Columbia College. 
i II. The Relation of Sociology to Economics, 
Professor ALBION W. SMALL, University of Chicago. 
Discussion by Professor S. N. PATTEN, Professor F. H. GIDDINGS, 
Professor WALTER F. WILLCOX. 


SATURDAY, DECEMBER 29. 
Morning Session, 10 a. m. 
I. The Historical School: a Retrospect, 
Professor W. J. ASHLEY, Harvard University. 
II. The Teaching of Economics in Secondary Schools, 
A general discussion opened by Professor S. N. PATTEN of the Uni- 
versity of Pennsylvania, and participated in by Professor 
t HENRY C. ADAMS, Professor LINDLEY M. KEASBEyY, Dr. 
EDWARD T. DEVINE. 

The address of welcome and the response by the 
President are given in full in the following pages. Ab- 
stracts of the President’s annual address and of all the 
‘j papers and the discussions upon them are also given, with 

the exception of the paper on “ Paris Labor Exchange ” 
by Dr. S. M. Lindsay, which he was prevented by sick- 
ness from presenting. The address of President Clark 
and the papers by Colonel Carroll D. Wright, Professor 
Davis R. Dewey, Professor Arthur T. Hadley, and Mr. 
John Graham Brooks, are also published in full by the 
Association as numbers 5-6 of the ninth volume of its 


publications. 
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COUNCIL MEETINGS. 


During the time of the annual meeting two sessions 
of the Council of the Association were held, President 
John B. Clark in the chair. The most important actions 
taken by the Council, which will be of general interest 
to members, are the following : 

The Secretary was instructed to correct Article VI of 
of the Constitution in accordance with an action previ- 
ously taken but not recorded, so as to make the Chair- 
man of the Publication Committee a member of the 
Executive Committee. 

It was voted that the next meeting of the Association 
be held at some place west of the Alleghanies, the choice 
of the particular time and place being left to the Ex- 
ecutive Committee. Invitations have been received to 
hold the meeting at Indianapolis, at St. Louis, at Minne- 
apolis with the University of Minnesota, and at Ann 
Arbor with the University of Michigan. It is expected 
that the meeting of the newly formed Political Science 
Association of the Central States will be held at the 
same place and on the same or immediately adjacent 
days. 

The Executive Committee was empowered to make 
such appropriation as was necessary for the expenses of 
the Secretary’s office. 

The following officers were elected for the ensuing 
year : 

President, John B. Clark, Ph.D., Amherst College ; 
Vice-Presidents, James H. Canfield, LL.D., Chancellor 
of the University of Nebraska; Arthur T. Hadley, M.A., 
Yale University ; George W. Knight, Ph.D., Ohio State 
University ; Secretary, Jeremiah W. Jenks, Ph.D., Cor- 
nell University ; Treasurer, Frederick B. Hawley, A.M., 
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New York City; Publication Committee, H. H. Powers, 
A.M., Chairman, Smith College; H. C. Adams, Ph.D., 
University of Michigan ; H. W. Farnam, A.M., Yale Uni- 
versity ; W. J. Ashley, A.M., Harvard University ; Davis 
R. Dewey, Ph.D., Massachusetts Institute of Technology. 
Professor H. C. Adams has since resigned from the Pub- 
lication Committee, and the Executive Committee has 
filled the vacancy until the next meeting by the election 
of Professor William A. Scott, Ph.D.,. University of 
Wisconsin. 

The following gentlemen were added to the list of the 
Council: James McLean, Ph.D., University of Colorado ; 
Leo S. Rowe, Ph.D., University of Pennsylvania ; David 
I. Green, Ph.D., Hartford, Conn.; T. N. Carver, Ph.D., 
Oberlin College; S. M. Lindsay, Ph.D., University of - 
Pennsylvania; John M. Glenn, Esq., Baltimore; Frank 
Fetter, Ph.D., Cornell University; Victor Rosewater, 
Ph.D., Omaha; Prof. Isaac A. Loos, Iowa State Univer- 
sity ; Hon. Rowland Hazard, Peace Dale, R. I.; Herbert 
E. Mills, Ph.D., Vassar College ; J. H. Hollander, Ph.D., 
Johns Hopkins University; Stephen F. Weston, Ph.D., 
Adelbert College; Prof. W. M. Daniels, Princeton Col- 
lege ; Charles H. Cooley, Ph.D., University of Michigan ; 
H. C. Emery, Ph.D., Bowdoin College; Henry R. Seager, 
Ph.D., University of Pennsylvania; Jacob L. Green, 
Esq., Hartford, Conn. 

A further important action has been taken by the 
Executive Committee in regard to the publication ar- 
rangements. Heretofore the Publication Committee has_ 
selected manuscripts, and the Secretary has managed the 
publication and sale. Hereafter Messrs. Macmillan & 
Co. will look after all sales of monographs in this 
country, outside of the membership list, and orders 
should be addressed to them. The control by the Pub- 
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lication Committee of course remains the same ; and the 
Secretary still has charge of the printing, membership, 
and general management of the business of the Associa- 
tion. It is hoped that this arrangement will consider- 
ably increase the sales of the monographs. . 

The Executive Committee further decided that the 
monograph on “ The Canadian Banking System,” then 
already in type, should on account of its length be made 
a triple number in volume X, instead of the final double 
number of volume IX. ‘This necessitated the publica- 
tion of the first numbers of the later volume before the 
preceding one had been completed. 


REPORT OF SECRETARY. 


The election of a new Secretary last year with the 
change in the location of the principal office ; the action 
of the Council directing that members four years in ar- 
rears in the payment of the annual dues, be dropped 
from the-list, and the suspension of the branch associa- 
tions, have made the work of the Secretary’s office, with 
the exception of the ordinary routine work, largely that 
of collecting bills, and dropping delinquent members. 

Of the branch associations, none remains. All of 
them had by the beginning of this year ceased active 
work, and had ceased to pay dues some years before, 
though we still continued to send them monographs. 
Repeated letters to the Secretaries and much diligent 
work on the part of some of them have succeeded in 
settling our business with all of them but one, and we 
hope to get a final settlement with this in due time. 

In one case, we have received all back dues; in 
another we received dues for the last year. In all cases 
we have finally dealt with individual members retain- 

















44 American Economic Association. 


ing or dropping their names as they desired. In this 
way we have gained 19 regular members out of 132 
branch members dropped, a net loss to the roll of 113 
names from this action. 

Our membership list seems lessened, but our revenues 
will not be lessened, while our outlay will be materially 
less. Besides these losses, some 30 or 40 members have 
been dropped for non-payment of dues, the Treasurer 
having the exact number, and there have been some 30 
resignations. 

On the other hand, there has been a small gain in the 
number of subscribers and, particularly within the last 
few weeks, a goodly number of new members, so that, on 
the whole, if we disregard the branch members dropped, 
our membership list may be said to be holding its own 
with a slight increase. 

The number of each class of members at the begin- 


ning and end of the year is as follows: 
Jan. 1, 1894. Dec. 27, 1894. 


se Pe ee eee 72 
Honorary members. .....-.4.6¢+2+- WW 16 
a ee ee ee ee 88 
Bremen MAGNONS. tt ttt te 00 
.Regular members ............ 482 484 

786 661 


The sale of monographs has been on the whole 
slightly increasing, especially in the colleges and uni- 
versities. Late action of the Executive Committee 
which directs the Secretary to reserve only 100 copies of 
each monograph for sets instead of the former 300, and 


to print a greater or less number of future issues accord- 
ing to the opinion of the Publication Committee regard- 
ing the probable sale of the monograph, will both lessen 
expenses and increase the total sale, as we can now sup- 
ply numbers that have heretofore been marked “ out of 
print.” 
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Attention should be called to the fact that the action 
of the Council last year in directing the separate publi- 
cation of the hand-book in form similar to the mono- 
graphs has added to the expenses of the office, while the 
increased size of the monographs this year, and the 
providing of plates for one of them has acted still more 
strongly in the same direction. 

On the whole, the Association may be said to be ina 
satisfactory condition, having rid itself of the burden of 
those whose interest and money had failed, and having 
more than held its own in regular paying members and 
subscribers, with excellent prospects for a further in- 
crease in the near future. 
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ADDRESS OF WELCOME. 


BY PRESIDENT SETH LOW, OF COLUMBIA COLLEGE. 


Mr. President and Members_of the 
American Economic Association : 

It is a very great pleasure to me to welcome to 
Columbia College this Association. It is a pleasure to 
us always to welcome to Columbia bodies of men who 
are in earnest and who are studying the great questions 
of the day, whether of scholarship or of letters. We 
feel, I think, on such an occasion as the Athenians must 
have felt when they welcomed the wingless Victory ; 
for she, you remember, when she reached Athens, 
stooped to unloose her sandals to show that in Athens 
Victory was at home. We should like to have you feel 
in the halls of Columbia as Victory felt there. 

And especially I am glad to welcome the American 
Economic Association, because you are concerned with 
problems that are so profound, that are so real. I 
suppose that this age may be described in the coming 
years in many ways. It may be spoken of as an age of 
invention, or as an age of science, but it will always be 
thought of, I believe, as a great industrial age. In- 
vention and science have lent themselves to the multi- 
plication and advancement of industry in every form. 
Therefore it is that although the questions with which 
you are concerned have been important in every age of 
the world, they are more important to-day, perhaps, 
because the problems with which you have to deal are 
being wrought out by the experience of mankind on a 


vastly grander scale than ever before. Then again the 
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influences that are at work go down so deep, because 
these are times of very great change. 

For instance, time and space, as the common saying 
goes, have been annihilated. My father when he went 
to China in 1833 started upon a voyage as to which it 
was taken for granted that a year would elapse before he 
was heard from. What was true of the person was true 
of merchandise. He lived to see the time when a cable 
message sent at night from his office in New York found 
its answer on his desk the next morning from China or 
Japan or India. I very well remember the remark he 
made upon the circumstance, “that if he had been told 
when he was a young man in China that it would be possi- 
ble to know in New York one day what had been the price 
of tea in China the day before, he would have said that 
it would be impossible to lose money; whereas,” he 
said, “precisely the opposite effect has followed, it is 
now impossible to make money.” 

I sat by Mr. Hewitt’s side the other evening, and he 
was telling me of the changes that had come over the 
manufacture of glue, in which his father-in-law, Peter 
Cooper, you may remember, spent most of the years of 
his life. One process in particular that used to take six 
months is now completed in a few hours. 

Such changes as these, which, as I said, annihilate 
both time and space, have changed the methods of con- 
ducting business. The growth of deposit banking, 
which is in effect a matter of the last fifty years at the 
furthest, has done as much perhaps to change the face 
of the mercantile, the commercial, the financial world, 
as any other single thing. Side by side with these revo- 
lutionary changes have come changes in the political 
status of vast multitudes of men. As a consequence 
the problems which you are called upon to discuss and 
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consider have become vastly more complex, more diffi- 
cult to dogmatize about, than ever before. I should 
suppose that in a time of such fundamental upheaval, it 
would be difficult to ascertain and determine any new 
laws. They are likely rather to rest upon the observa- 
tions made by careful men in such days as these. And 
yet I do think that times like these are precisely the 
times in which to test the political economy of the past. 
Some things certainly have been determined by the ex- 
perience of men. A time when everything is in con- 
fusion, when everything is subject to such far reaching 
influences as those to which I have alluded, will cer- 
tainly in course of time sift out the wheat from the 
chaff. Any law that holds, and holds undeviatingly, in 
our day, we may well believe has been settled by human 
experience. If anything now goes, we may be content 
to wait for more light. 

Therefore, gentlemen, because you have these great 
and profound interests to consider, because they are 
problems so intricate and so difficult, because the solu- 
tion of the questions to which you address yourselves is 
so important to humanity, for all those reasons I wel- 
come with especial pleasure to Columbia College the 
American Economic Association. 


RESPONSE TO THE ADDRESS OF WELCOME, BY PRESI- 
DENT JOHN B. CLARK. 


We can assure President Low that there is no mem- 
ber of our Association who does not know that the 
science of political economy is very much at home in 
Columbia College; and we are grateful that he can ex- 
tend to us some portion of the welcome which the col- 
lege has always extended to the science. It is no small 
advantage to us that, meeting as we do in this city, we 
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have about us an academic environment, and that we 
have the codperation of a university in which the science 
of political economy has been so profoundly studied, 
and in which knowledge upon this subject has been so 
actively diffused by instruction and by publication. Our 
own Association we may regard as a sort of movable 
market or place of exchange, in which the products of 
the different universities are exchanged for one another. 
The process is fruitful where the product in which we 
deal is, as it were, a home product, and is familiarly 
known and appreciated. 

There is another connection which Columbia College 
has with this particular meeting, and with the history of 
our Association, which I take pleasure in mentioning. 
It is not quite the first time that we have been here. 
Nine years ago the first business meeting of our Council 
was held in one of these rooms; and eight years ago the 
second meeting of the Council was also held here. No 
one who was present on either occasion will forget the 
princely hospitality with which we were then enter- 
tained. Of even more importance has been the intel- 
lectual hospitality which the university has extended, 
from that time till now, to the idea that our Association 
represents, and the part that it has had in the exchange 
of economic products, of which I spoke. If political 
economy, in our country, is particularly “ dynamic,” we 
may well believe that our Association has had some in- 
fluence in making it so. No inconsiderable portion 
of this result is due to the welcome accorded to the 
Association nine years ago by Columbia College, and to 
the aid that the members of the faculty of this school 
of the political sciences have afforded in the work that 
we have prosecuted. For this, Mr. President, and for 


the welcome now extended to us, we cordially thank you. 

















ABSTRACTS OF PAPERS AND DISCUSSIONS. 
PRESIDENT’S ADDRESS. 


THE MODERN APPEAL TO LEGAL FORCES IN 


EcoNomIc LIFE. 
BY PROFESSOR JOHN B. CLARK, PH.D., AMHERST COLLEGE. 


Two movements born of discontent are in progress. 
Anarchism assails the state; socialism attacks the 
industrial system and appeals to the state. The motive 
of the appeal is a belief that laborers are robbed by the 
natural working of economic laws. Is an appeal to 
legal forces, as against natural econotinic forces, called 
for? Should not the state aim to perfect the industrial 
system according to the plan on which development is 
proceeding ? 

Economic theory shows that free competition tends to 
secure an honest distribution of wealth. If a man were 
living in isolation, his income would consist in the literal 
things that he could produce. It would be an honest 
income. Exchanges disguise the modern relation of 
incomes to products. A man no longer keeps the literal 
thing that he makes. What he does keep, however, if 
competition works perfectly, is the value, or the quantity 
of wealth, that he creates. 

In a factory that employs a thousand men let us leave 
the amount of capital unchanged, but add a few men to 
the working force. The men thus added represent a 
definite increase in the output of the mill. It produces 
a hundred yards of cloth per day, in addition to its 
former output; and if so, the value of this extra pro- 











52 American Economic Association. 


duct, minus the cost of materials, measures the pro- 
ductive power of labor apart from capital. 

More than the value created by making a hundred 
yards of cloth the employer cannot pay to the new men 
as wages; if he pays more he incurs a loss. As much 
as this he is obliged to pay if competition exists. 

All through the industrial field tests are going on that 
show how large the product is that can be attributed to 
labor only. Wages tend to conform to that product. 
They are fixed by the specific productivity of social 
labor. 

Is there, at present, enough of competition to ensure 
this result? Wages are adjusted largely by strikes, 
actual or potential. Does a test of endurance between 
employer and employed appeal in any way to the pro- 
ductivity of social labor as a standard of wages? Yes,’ 
because, if men demand much more than this, they can- 
not get it.. Their places will be filled by men taken 
from other points in the field. If they demand less, 
they get what they claim. A strike directly appeals to 
the natural standard of wages. 

A monopoly aims to reduce its output of goods, and 
to increase its prices. If it succeeds, it crowds too much 
labor into industries in which competition is free. It 
mislocates labor, and reduces its productivity and pay. 
Is not the world full of monopolies, and are not wages 
thereby reduced ? 

Trusts are held somewhat in check by the fact that 
they cannot greatly raise prices without causing new 
competitors to appear. If this check were efficient 
enough, they would not depress wages; since that is 
done only by mislocating labor, and this, again, is due 


to curtailing production. 
The line of cleavage that separates a socialistic policy 
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from a natural policy now appears. Compulsory arbitra- 
tion would adjust wages in a way that would depart 
more or less from the standard set by the productivity 
of labor. Voluntary arbitration has to conform to that 
standard. Fixing by law the prices of goods produced 
by trusts would introduce an arbitrary element into dis- 
tribution. Keeping the field open for new competitors, 
and in this natural way holding the exactions of trusts 
in check, would make distribution normal. 

A policy is open to us that, at every step, liberates 
natural economic forces, and tends to make the system 
of industry honest, productive and even democratic. It 
increases the productive power, and, therefore, the pay 
of laborers. We take no apologetic tone in defending 
this system. Evil comes through the perversion of it, 
and good is inherent in it. Whether we shall retain 
this system or not is not an open question. We shall 
have to retain it. Society feels its way by experiments ; 
and while a few measures that look socialistic may be re- 
tained, those that, by the test here used, are really 
socialistic are sure to be abandoned. In the end legal 
forces must codperate with natural economic forces. 
They will make competition normal and free. For the 
sake of men now living let this harmonious action be- 
gin at once. 
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THE CHICAGO STRIKE. 


BY CARROLL D. WRIGHT, LL.D., UNITED STATES COMMISSIONER 
OF LABOR. 


The great strike which occurred at Chicago in June 
and July last was an epochal event in the labor move- 
ment and the industrial development of the country. 
The object of this paper is to call attention to the in- 
fluence which that strike is exerting in emphasizing cer- 
tain principles now recognized as essential in the govern- 
ment, management, and operation of railroads. The 
strike was not constructive of new principles nor des- 
tructive of those existing. It demonstrated the right 
and the power of the federal government, while not in- 
terfering in the operation of strikes themselves, to send 
its troops into a state for the purpose of protecting 
federal interests. It has crystallized public sentiment 
upon a question which has often been argued, that re- 
lating to the quasi-public character of railroad employés. 
The country now recognizes the necessity of consider- 
ing railroads as representing not only their own interests, 
but the interests of the public; and there must be some 
means by which railroad employés shall, to a degree, 
assume the status of quasi-public servants. The sta- 
bility of transportation, the stability of business in se- 
curing constant delivery of supplies, etc., demand some 
such measure. It isin line with the declaration con- 
tained in the act to regulate commerce, passed in 1887, 
which is state socialistic in its nature, because it attempts, 
to a certain extent, to control the railroad interests of 
the country. The further attempt to pass the pooling 
bill is more deliberately state socialism, because it creates 
a great freight trust, with the federal government as a 


trustee. ‘The interstate commerce act makes the declara- 
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tion that all charges made for any service on interstate 
roads shall be reasonable and just, and every unjust and 
unreasonable charge is declared to be unlawful. This 
was not a declaration of a new principle, but it was the 
crystallization of an old principle into federal legisla- 
tion, while the proper machinery for carrying it out was 
established. The pooling bill extends this principle and 
constitutes the most compulsory of compulsory arbitra- 
tion; but it isin line with the declared policy of the 
federal government as indicated by the interstate com- 
merce act and the act relative to arbitration in labor con- 
troversies, passed October 1, 1888. The pooling bill is 
being pressed in the alleged interests of shippers. 

One of the objects of the paper is to show that the 
same principles should be extended to the working men, 
and the declaration made that wages and conditions of 
employment, as well as charges for freight, should be 
reasonable and just, and that if there isa silent revolu- 
tion going on it is the revolution caused by the railroads 
in demanding such legislation as that contained in the 
pooling bill, and that the arbitration bill is an insignifi- 
cant part of such a revolution. They all involve, more 
or less, the government control of railroads, into which 
the railroad interests themselves, and not the working 
men, are driving the government. The government has 
a right to a voice in the adjustment of wages and con- 
ditions of employment on railroads, in order to place the 
railroad employés on a par with railroad employers in 
conducting the business of transportation. The pend- 
ing arbitration bill, which provides for the submission 
by agreement of all differences relating to the terms and 
conditions of employment to a properly constituted tri- 
bunal, would place the employés in the position of quasi- 
public servants, amenable to the public as well as to 
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their incorporated employers. This movement has been 
characterized in some quarters as soqjalistic. If it is, 
the pooling bill and the original interstate commerce act 
are far more socialistic. : —. 

The prosperity of railroads is an absolute necessity 
upon which depends largely all business stability, and 
every reasonable means which can prevent disaster 
should be considered, and one of the very best means is 
the establishment of the status of railroad employés as 
quasi-public servants. The enactment of an arbitra- 
tion law would place the employés of railroads upon a 
sound business basis and would recognize their capacity 
to conduct properly their own business in connection 
with that of their employers. Arbitration cannot settle 
labor troubles, but by it they can be reduced in number 
and severity. 

The experience of the American government, which 
has adopted more socialistic elements than any other, is 
a sufficient guaranty of the conservative embodiment in 
labor legislation of the best ascertainable methods on 
which the majority of men can unite, not as partisans 
in the interest of labor or capital as such, but as patriots 
endeavoring to secure freedom from strikes, riots, intimi- 
dations, and violence of all kinds, which must of neces- 
sity be condemned by all right-minded men. 

The declaration of the paper is against state social- 
ism, against compulsory arbitration, and against federal 
ownership of the roads, and yet the principles involved 
might also involve an extension or an adaptation of some 
of the elements which might be classed as belonging to 
the three rejected rules or principles. 
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Discussion. 


Mr. Edward Atkinson: ‘There is no element in the 
cost of living which was so much reduced after 1865 un- 
til the enactment of the interstate commerce act, as the 
cost of railway transportation. ‘This act, coupled with 
the effort to put the states in control of railways, has 
substantially stopped their construction. An effort is 
being made to overcome the evils of this act by permit- 
ting pooling. Pooling was one of the alleged evils which 
the act was intended to remedy. Now the members of 
the Commission have come to the conclusion that pool- 
ing was in the line of progress. It is the competition 
of product with product in the great markets of the 
world that controls the railway service, and compels 
every corporation to reduce its rates to the lowest terms. 
Any interference with that competition works mischief. 

There is no other branch of industry in which the les- 
sening price of the service has-been accompanied with a 
greater advance in the rates of wages of those who do 
the work. That was also in the line of progress. But 
‘the interstate commerce act brought confusion into the 
service and has almost stopped the investment of capi- 
tal. The state of Texas offers a conspicuous example 
of the mischief which may be done by interference. It 
has an area of two hundred and seventy-five thous- 
and square miles and has less than ten thousand miles 
of railway, a very large part in bad condition. Other 
Southern states are in the same condition. Yet un- 
der the silver craze and the attempt to regulate the 
price of railway service by law, there is no remedy. 
The common sense of the country is gradually being 
aroused and will presently demand the removal of these 
legislative obstructions to the progress of the community. 
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Mr. James L. Cowles: In many instances, in Connetti- 
cut, non-interference of the state has not resulted in a 
reduction of railway fares. The fare from New Haven 
to New York is the same to-day that it was in 1850; 
from Bridgeport there has been an actual increase of fif- 
teen cents; from Hartford of five cents, and from Bos- 


ton of fifty cents.' 
Mr. Atkinson: How is it with freights? 


Mr. Cowles: Freight rates are somewhat lower but 
they are still much too high and the power of the Con- 
solidated railway to determine these transportation taxes 
makes it the governing power in our state. 

One other point. Mr. Atkinson says the extension of 
the railway system has stopped. In Connecticut it has 
begun anew. ‘The tramways are railways, and, in 1893, 
almost the entire time of the legislature was devoted to 
handing over our public highways to thees private monopo- 
fies. Competition between public transportation agencies 
always ends in combination and nothing less than the 
public ownership of these essentially public works can, 
I believe, save the public from the absolutely despotic 
government of one great private transportation company 
that will, at no distant day, absorb all the rest. 


' Fifty years ago it cost only $2.50 to go from New York by rail to 
Pittsfield, Lenox, Lee, Stockbridge and Canaan, while the rates to-day 


are to 
a i ea ee ee a ee ee 
Lenox . 3 25 
Lee. — 3 25 
Stockbridge. 3 25 
Canaan . 2 70 
Bridgeport to 
1850. 1894. 
Pittsfield. .....§200... . . $2 75, increase .75. 
DO i a ka ew ee OR wen 2 ws .60. 
OR. 6. ie ee cee SO. 2 50, 3 50. 
Stockbridge. . . .. 2 00. 2 35, = ae. 
ec es «we se OR 1 85, reduction.15. 
Fall Village. . . . . 200. I 70, - .30. 
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Mr. Atkinson: The extension of the tramways has 
not yet been interfered with by the state. When it is it 
will stop. 

Mr. Cowles: The extension of the great railway 
lines stopped, in New England, only when the essential 
needs of the people for such lines were satisfied and most 
of them would have never been built except. for the 


’ 


generous “interference” of the state. 
The extension of the tramways will never be stopped 
i until the public demands are satisfied unless it is checked 


by the greed of other rival private corporations. 


Dr. Emory R. Johnson: Col. Wright’s paper has a 
good deal to say about the very present question of pool- 
ing. Is there any new principle involved in the pool- 
ing bill that has just passed the House? I should infer 
from Col. Wright’s paper that he considers a new prin- 
ciple to have entered into legislation, a principle that is 
carrying us further toward state socialism. As I inter- 
pret the matter there is nothing new in legislation on 
pooling. We are not drifting further toward state 
socialism, but rather away from state socialism. Under 
the common law the government had the right to insist 
upon railway charges being reasonable and just. The 
interstate commerce act was intended simply to help 
the government carry out this idea. At that time it was 
supposed that under a régime of competition as free as 
can be maintained the government could enforce the 
principle that rates should be reasonable and just. Ex- 
perience has sufficiently shown that this was an error; 
that under free competition it is more difficult to main- 
tain just and reasonable rates than under a system of 
partial control of competition. Pooling is one device 
for keeping ruinous competition in check. It is nota 
step towards state socialism but towards intelligent in- 
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dividualism, towards allowing corporations, as such, to 
help the government keep charges reasonable and just. 
We must divest ourselves of the thought that charges 
are unreasonable only when they are high. They may 
be unreasonable and unjust when they are unduly low. 
The interests of the public and the interests of the rail- 
ways are in the long run the-same. Under pooling we 
are simply enabling the government better to exercise 
the powers which it has always had. 


Professor E. W. Bemis: Few are aware that, if the 
American Railway Union had not boycotted Pullman 
cars and had continued to grow, the officers expected to 
boycott, from time to time, such other enterprises as 
would not otherwise deal with their men as the latter 
considered right. If the coal miners, for example, could 
not keep up their wages, there was to be a refusal, by all 
railway workers, to haul the coal. From some personal 
acquaintance with the leaders of the American Railway 
Union, before the Pullman strike was thought of, I be- 
lieve that they did not contemplate violence or a long 
strike, for which one dollar a year dues were no prepara- 
tion. Rather by virtue of these low dues and some 
other attractive features was it hoped to soon have in 
the Union nearly all the 900,000 railway workers of the 
country, who could quickly bring the corporations to 
terms by peacefully and simultaneously quitting work 
from the Atlantic to the Pacific. The sympathetic 
strike was considered the most unselfish and defensible 
of all strikes. 

Public opinion, however, has been shown so much 
opposed to railroad strikes as to render them more and 
more unlikely of success and even legally dangerous to 
their leaders. Society must now devise some protection 


to the men in place of the strike, for undoubtedly strikes 
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and the fear of strikes, despite very many and grave 
evils, have often benefitted labor. So we are forced to 
take up the question of the legal adjustment of the rela- 
tions between capital and labor on railways. 

Then, I think, the Chicago strike has brought forward 
very prominently the ethical idea of the great responsi- 
bility to the community of capitalists like Mr. Pullman, 
even in the case of so-called private business. 


Professor Richmond Mayo-Smith: The important 
point in Col. Wright’s paper which it seems to me he 
did not altogether explain, is the question whether the 
regulation of wages by the government is precisely the 
same thing, or of the same character, as the regulation 
of rates. Is there no difference between the govern- 
ment regulating rates and the government securing to 
railway employés reasonable wages? I cannot see that 
Col. Wright has taken pains “to prove that adequately. 
It is a very vital point. If it is true that because the 
government has regulated freight rates the next step in 
the same direction will be the regulation of wages, it is 
very important for us to understand it. But if on the 
other hand there zs a difference between the regulation 
of freight charges and interference with or regulation of 
the contract between a railway and its employés, that is 
a very important distinction for us to understand. 

I think as economists we must work that out clearly. 
I must confess I think there is a difference. I think 
that when I board a street car here and am obliged to 
pay only five cents fare, the rate being regulated by the 
charter of the street railway company, that is a reason- 
able provision which the government has made. On 
the other hand, I think there is a difference between 
establishing a five cent fare and the city or state coming 
in and saying to the street car company that it must 
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pay its drivers or its conductors two dollars a day. I 
think the one is a necessary and reasonable regulation. 
The other would be much more difficult to sustain as a 
necessary and reasonable regulation. Of course I only 
give my view of the matter. What Iam after is this: 
that it is very necessary for us to work that out 
thoroughly, and it is not until we have adjusted that 
question, which in my opinion is not decided for us in 
Col. Wright’s paper, that we can come to a conclusion. 


Professor Arthur T. Hadley: In looking over some 
newspapers of 1835 I was impressed by the fact that 
most of the things that Col. Wright has said about the 
social revolution that is now going on, were said then, 
and that in the opinion of the men of that time, there 
was already a movement in the direction of “state 
socialism.’”’ Undoubtedly there has been such a move- 
ment, then and now; but’there also is a counter-move- 
ment going on simultaneously. Among the emotional 
men you will find an undercurrent in the direction of 
state socialism, and among the hard-headed men an 
undercurrent in the other direction. Sometimes the 
business men get too great power, and then they stir up 
a reaction that brings the socialistic current to the 
surface. Sometimes the government gets too much 
power, and then it provokes a reaction and the hard 
headed men get their own way again. Thus, we have 
many movements in both directions, but very little 


general movement either way. 


Colonel Wright: The idea of a silent revolution did 
not originate with me. It originated in the mind of 
Mr. Carl Schurz in an editorial in Harper's Weekly, en- 
titled “Revolutionary Statesmanship,” in which he 
sharply criticised the Chicago strike report. The motive 
of my paper has not been recognized fully, I see. There 
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was some irony init. If there is auy state socialism go- 
ing on under national legislation to-day, the railways and 
corporations are carrying it out, and they are doing it in 
the alleged interests of shippers, with great magnanim- 
ity on their part. 

I also meant to show that if there was to be any silent 
revolution, labor wanted a little bit of a share in it. 
There should be competition all along the line; the 
competition of supply of labor should not be killed by 
killing the competition of demand by great trusts which 
limit the demand for labor while the supply constantly 
increases. At present this law is artificially destroyed 
in some respects, by what our friend Mr. Atkinson 
would call the over-restrictive work of legislation. I 
would be as glad as any man if all restriction upon labor, 
business, production, everything, could be done away. 
But so long as government puts restrictions on one side 
and grants rights and privileges, it should do a little 
something on the other side. 

There has been no new declaration of principle by the 
Act to Regulate Commerce. I stated that distinctly. 

The point which Professor Mayo-Smith brought out 
is the very one I would like to have discussed—the dif- 
ference in regulating freight rates and wage rates. I 
said I thought I recognized the distinction which you of 
the Economic Association would make between the reg- 
ulation of frgight rates and the adjustment of wage 
rates. If freight rates are to be regulated to the fullest 
extent by the most compulsory machinery which our 
government has attempted, as arranged under the pool- 
ing bill, then I submit that the very principle involved 
in'that regulation should be carried to other things which 
affect like business. The point I make is that federal 
legislation, if it is to take into its control the business 
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of freighting, by one great trust, ought to complete its 
system by bringing labor into the arrangement as well 
as the railways and shippers. I say further that this 
very legislation by the federal government, instead of 
being, as I have characterized it, a step into state social- 
ism, may be one out of it. I would rather have it that 
way. If, as some claim, we are legislating the railroads 
out of state socialism, let us legislate labor out of state 


socialism as well. 


THE UNEMPLOYED. 


BY DAVIS R. DEWEY, PH.D., 


Professor of Economics and Statistics at the Massachusetts Institute 
of Technology, and Chairman of the Massachusetts State Board ap- 
pointed to Investigate the Subject of the Unemployed. 


The development of the present phase of the prob- 
lem, “The Unemployed,” has been a rapid one. 
Whether the number of the unemployed be greater than 
formerly or not, the problem is assuming new importance 
throughout Europe, Australia, and this country. Extra- 
ordinary measures of emergency relief have been set in 
motion, not only in England, but in Germany and 
Australian cities. 

In Massachusetts a State Commission was authorized 
by legislative act in the early summer and this Board 
will report upon the following subjects: 1st. The 
emergency relief measures of 1893-4, particularly in 
Massachusetts; 2d. The possibility of adjusting the 
demand and supply of labor through public employment 
bureaus; 3d. The demand and supply of farm labor; 
4th. Public relief works and direct employment by 
municipalities; 5th. Separation of the tramp class from 
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the involuntary idle; 6th. The relation of convict 
labor to non-employment. 

A fundamental question is whether the unemployed as 
existing to-day is a new class or composed of different 
elements from what characterized it a generation or a 
century ago. Is the term “Unemployed” simply 
another name for the term “The Poor”? Classifications 
of the unemployed as given in the reports of recent 
European commissions imply that not only the idle and 
improvident, but the thrifty are included among the un- 
employed. 

There is little statistical information upon the amount 
of non-employment. Such as there is is found in the re- 
ports of some of the English trade unions, the Massa- 
chusetts State Census of Unemployment of 1885, and the 
Annual Statistics of Manufacturing Establishments in 
Massachusetts. Little reliance can be placed upon vari- 
ous non-official estimates made by police authorities or 
mercantile agencies. As statistical information is want- 
ing it is necessary to fall back upon an analysis of 
industrial conditions in order to frame a working 
hypothesis as to whether there may be any increase in 
the number of unemployed. Various forces are recog- 
nized as contributary causes of non-employment. The 
position of conservative economic literature is that, on 
the whole, inconstancy of employment is not increasing. 
There are various criticisms of this position. The in- 
troduction, for example, of new machinery is a more 
serious matter to the individual workman than a genera- 
tion ago, as manufacturing is carried on in larger indi- 
vidual plants, and, taking the whole population into ac- 
count, is concentrated into fewer geographical points. 
Displacement, therefore, is accompanied by a greater 
shock. 
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Favorable competition is more and more dependent 
upon the best and latest machinery. Machinery at the 
same time has introduced regularity into many depart- 
ments of industrial life. The productive power and the 
ambitions of the workman have been enlarged and 
interruption is the more unexpected and exasperating. 

Again, the more rapid changes in the introduction of 
machinery or of juvenile, female, or foreign labor 
afford an increasing opportunity for a resifting of the 
laborers and a constant relegation to the rear of the in- 
competents. The unfit were never more sharply set 
aside than under the present conditions. The increas- 
ing employment of women, the more general geographi- 
cal adherence to the dictates of fashion and the whole- 
sale migration of large business enterprises, as well as 
the influence of unskilled immigration and the fluctua- 
tions in demand due to expansion of markets, are con- 
tributary causes acting in a different way than a genera- 
tion ago. 

The remedies for the relief of the unemployed are of 
two kinds, temporary—in cases of emergency,— and 
permanent measures, by which irregularity of employ- 
ment may be reduced or may be more easily borne. The 
temporary measures of last year are grouped into five 
classes: 1st. The permanently established relief agency 
of town and state such as the poor department; 2d. 
Other city departments as those of public works teim- 
porarily used for furnishing relief in the form of wages ; 
3d. Private charities; 4th. Special relief committees ; 
5th. Labor organizations. 


Discussion. 


Dr. L. S. Rowe: If I have understood Dr. Dewey cor- 
rectly, he regards the possibility of employment in the 
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country districts as an important factor in the problem of 
the unemployed. The experience of other countries may 
throw considerable light upon this question. During the 
winter of 1891-92, the army of unemployed in foreign 
cities had reached startling proportions. I happened to be 
at Berlin at that time, where there was serious danger of 
extensive riots. An Employment Bureau was immedi- 
ately established which enjoyed the active codperation of 
the city authorities. It was found that the great landed 
proprietors in the Northern Provinces were suffering from 
a dearth of laborers. When, however, an attempt was 
made to fill these places, those fitted for farm work re- 
fused to leave the city, and the few who were willing 
showed but little aptness for the work required. The 
advisability of restricting the right of change of domi- 
cile was seriously discussed in governmental circles. 
Should the country laborer be permitted to migrate to 
the cities without any visible means of support and, with 
the first period of industrial depression, to become a 
charge on the community? This, it seems to me, is one 
of the important questions which the Massachusetts 
Commission will have to face. 


Professor Dewey: This question proposed by Mr. 
Rowe is not discussed in my paper. Personally I do not 
believe that men can compulsorily be sent from one part 
of the country to the other, or from the city to the 
country, by any state agency. 

As to the kind of labor, whether skilled or unskilled, 
we have found that farmers will take the unskilled un- 
employed, provided that they are willing and temperate. 
They prefer native Americans to foreigners. In Massa- 
chusetts we were told that there are some in the city 
who are willing to go to the country even though they 
have never lived there. Many of these have found that 
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their lives in the city are failures, and that they cannot 
make a comfortable livelihood. They are willing to 
make a change in the hope that it might be an improve- 
ment. I myself am opposed to any compulsory move- 
ment of residents of the city to the country, or vice 
versa, further than such compulsion may be employed 
as a test to try the sincerity of the applicant for work. 


Professor E. R. L. Gould: I have no doubt of the 
willingness of many farmers to take unskilled laborers 
upon their farms, but I have grave doubt of the willing- 
ness of men who have been used to city life to go upon 
the farms. The excitements of the city are too attrac- 
tive. In my personal experience in work with the Cen- 
tral Relief Committee in Baltimore I met with many 
illustrations of this fact. To mention one: The owner 
of a large farm some eighteen miles from Baltimore 
wished four men. Our office picked out some twenty 
men who had worked in the city and who had shown 
by their work that they were fairly capable and earnest 
men. The terms offered were these: The woman own- 
ing the farm wishing men with families, guaranteed that 
every child of twelve years of age or upward should 
earn from a dollar toa dollar and a half a day in gather- 
ing fruit during the regular season, and at other times of 
the year could probably earn something ; the man, the head 
of the family, was to have two dollars a day in the summer 
and during the winter season from $1.00 to $1.25; a com- 
fortable house would be furnished the family to live in 
at arent of two dollars a month. Of the twenty men 
selected seven said that they were willing to go and 
make a trial. Asa matter of fact three went but only 
one remained. 

The problem Professor Dewey has presented seems to 
me fundamentally an educational problem. As indus- 
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trial society progresses machinery becomes an increased 
factor in production and the temporary displacement of 
labor is continually greater. What we particularly need 
for working men is adaptability, so that a change can be 
made with comparative readiness or at least without seri- 
ous results. At present trade schools fit young men sim- 
ply for one line of work. Manual training and general in- 
dustrial training give adaptability. It seems to me that 
we must look to the latter to help us more than a little 
in rectifying or at least mitigating conditions which help 
to swell the number of the unemployed. 


Professor C. S. Walker: We cannot in agriculture 
find the remedy for the condition of the unemployed, 
because men prefer the city to the farm. To work a 
farm successfully one must have good general training. 
The boy brought up on the farm makes the best farmer. 
Such a boy may make also a good artisan, but the boy 
trained in the shop cannot meet the varied demands of 
farm labor. 

The margin of profit on the farm is less than a dollar 
aday. ‘The city man who has worked for two dollars a 
day, with the advantages of society in the city added, 
will not go to the commtry to work for half the wage, 
when he can have only a Ionely life of self-denial. 

I lately had a talk with a successful farmer of Massa- 
chusetts. He could afford to pay only thirty dollars a 
month to a first class man. If the present decline in 
prices continues, he must ent wages still lower. He 
could not afford to hire men to carry on his large dairy ; 
he therefore sold his cows and, buying fertilizers, saves 
the wages of several men. Only by such means can he 
make a living profit. If this farmer of superior ability 
and opportunity can only barely make a living under 
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present conditions, there is little hope that the unem- 
ployed of the city will succeed on the farm. 

Throughout New England there are many abandoned 
farms. Immigrants used to intensive farming, willing to 
take abandoned farms, able to live on little for the sake of 
being independent, may succeed. If such city folks 
would come to the country, all concerned would be bene- 
fitted. On large farms to pay taxes they must work 
many days for the state. But on small tracts, with low 
taxes, by intensive farming, they will do well. For 
others who will not do this there can be no relief on the 
farm. 


Professor John Franklin Crowell: Economists ap- 
parently do not realize that agricultural life has a dis- 
tinct economic organization as compared with the city. 

Can the unemployed city population be disposed of in 
the agricultural communities ? 

Not on any considerable scale: existing social and 
economic conditions forbid it. Not that agriculture is an 
all-year-round drudgery, as the previous speaker seemed 
to imply; farmers work about 200 days per year. 
During four-ninths of the year there is practically no 
demand for extra labor. Nor is the country attractive 
to the unemployed of the city. 

Any solution as between city and country must in- 
clude the growth of suburban enterprises, the building 
of industrial villages, better transit between city and 


country and larger investment in specific forms of agri- 


culture. 

Professor Dewey: I find from the discussion that 
my paper has been misunderstood. The Massachu- 
setts commission has not expected that there would 
be any great transference of labor from the city to the 
country. ‘There could be, of course, a transference of 
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only a few men. Thecommission had never thought or 
expected that the problem was to be solved in this way, 
and that many would go; but a few of them will go and 
this small transference will give some relief. We 
have facts to prove this. I regret that the discussion 
has turned so much on the question of remedies. It 
seems to me that at present we need rather to answer 
the question, Who are the unemployed ? 


POPULATION AND CAPITAL. 


BY ARTHUR T. HADLEY, M.A., PROFESSOR OF ECONOMICS IN YALE 
UNIVERSITY. 

The paper is published in full in volume IX, nos. 
5-6. Its leading points were as follows. 

1. The Malthusian theory and the theory of capital 
can only be understood in immediate connection with 
one another. 

2. In the very beginnings of capital some limitation 
of population was absolutely necessary. The earliest 
forms of limitation were infanticide and maternal con- 
trol. Both of these were defective in not ensuring ac- 
cumulation—they checked consumption but did not stim- 
ulate production. 

3. The paternal family created a possibility of accum- 
ulating capital, and in its more modern forms gave a 


powerful stimulus to production. It also paved the way 


for natural selection of prudent men and prudent races 
and elimination of the emotional and the imprudent. 

4. It is under the conditions created by the paternal 
family and the modern system of control of capital that 
the Malthusian theory is true. Malthus made the mis- 
take of assuming that the truths in his theory were too 
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general. But his critics make a far greater mistake in 
supposing that we can ignore the Malthusian theory and 
yet retain the advantages which the institutions of the 
family and private capital have ensured to the races 
which have adopted them. 


CREDIT INSTRUMENTS IN RETAIL TRADE. 


BY PROFESSOR DAVID KINLEY, PH.D., UNIVERSITY OF ILLINOIS. 


The data on which this paper is based were kindly 
put at my disposal by the comptroller of the currency. 
They consist of replies received from 2,465 national 
banks to questions suggested by myself. The blanks 
sent out called for the amounts deposited in the banks on 
the settling day nearest the 30th of June, by retail 
grocers, butchers, clothiers, furniture dealers and fuel 


dealers. The banks were requested to specify the 
amount of each of the different kinds of money, and the 
amount of checks and other instruments of credit, in 
each deposit. Information was asked for also as to the 
usual period of credit in retail trade, the extent to which 
wages are paid by checks, and the extent to which the 
employés get their pay-checks cashed by merchants. 
The amount of retail payment which the returns 
cover is very close to $6,000,000. Of this amount 58 
per cent. is in checks and other instruments of credit, 
and 42 per cent. in the various kinds of money. The 
percentages are classified in the following table : 
sate Piss. 2os. 
65 
59.4 
60.3 


41.5 
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. PerCent. Per Cent. 
Ctmte. of Money. of Checks. 


a ee ne ee ee 70.5 
Connecticut. . . Ceres ee 54.6 
Ds 5S ea se eS ee ee eee 53-7 
Ee ee ee ee 66 
Georgia ear eae ee ee a 70.2 
Idaho... ee en Sere oe, 54-3 
a ee ee ee 55.2 
a eer eae” is aw « 45-3 
eee ee eee eS ee a 59.4 
Kentucky... . << or Be, Oe 6a) oe oe 53-9 
Kansas. . i ee eee a Se op i! 65.7 
ee are eee a 66.4 
Maine. . Sere eee ee ee 62.3 
a ee coven en « OD 58.1 
Massachusetts ...... ee 49.5 
ae ae ae ee ae Te 54.9 
ll ee ee a a ee 86.5 
IS 5-5. $56 Siw ee eS 5 ag. Ole: ee a 43.2 
I sac a. las) ce Ba wo, + 64.3 
Montana . oS eo ae oe oe 4 eo * Se 72.7 
Co ee eee ee ee a ee 64.4 
Mew Mlamepehins . ww ttc kt ta 57.1 
New Jersey . . ee Se ee ee ee 5! 
we Sc ss Re ew eee oe ee ee 83.6 
WO CE ae a ee RR ee 38.1 
North Carolina . x te Me alae de ee 49.5 
OEE Ce ee ete es 6 56.3 
ee eee chin ss & oe 45.2 
Oklahoma... . 2. ae Si ee ee 60.8 
I ss a ore geil te en ts, 45 
eee ee ee ee 52.1 
Rhode Island. .... ee «a oe 

South Dakota. ae ee a a 
Tennessee . . ae ee ee 42.9 

Ws Ge hee NR Se eR ee ee 

WO 640 akg eee Gow oe wheres eel 
VWermemt, .. . 2. « + 2 He PD See 
WI See a a a a 74.8 
ee WE ss RA we ee we 64 
Washington... oe ee 33.2 66.8 
WS 8 a Se ee ee eo 595 
Wyoming... ae ae, Bee . 56.4 43.6 


It is important to determine what part of the total re- 
tail trade of the country the data secured represent. 
Returns from the state and private banks of the country 
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would be of the same general character as those from 
national banks. No serious error can be made, then, 
by adding to the returns secured the probable data for 
these banks. Their individual deposits from retail 
traders may be assumed to be equal to those of the lat- 
ter. On this supposition the total amount of trade rep- 


resented would be twelve millions. The labor commis- 
sioner in his annual report for 1890, gives data from 
which I compute the average daily income of each indi- 


vidual at 40 cents, for all who receive incomes up to 
$1,200 a year. This would probably represent an aver- 
age daily expenditure for the whole country, on this 
social basis, of about twenty-four millions of dollars. 
This, perhaps, is too small; but it serves to convey an 
idea of the representativeness of the returns we are con- 
sidering. We surely will not be far out of the way if 
we estimate them at half of the whole retail trade of the 
country. 

It is likely that the various influences which would 
affect the accuracy of the returns, so far as they go, tend 
to neutralize one another. If anything, the percentage 
of checks obtained is perhaps somewhat too low. 

It has been commonly assumed that the use of checks 
and other credit instruments increases with the popula- 
tion, and that, in general, such instruments are used to 
a greater extent in large cities than in smaller ones or 
in country districts. The present returns do not alto- 
gether bear out this assumption. It appears rather that 
the percentage of credit instruments used in retail pay- 
ments fluctuates as population grows; that, at the same 
time, the average percentage increases up to a certain 
point, after which it decreases slightly or remains con- 
stant. 

The conclusion just stated is strengthened by a study 
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of the rate of increase of the percentage of credit instru- 
ments as the total amount of business increases. It 
shows that the expansion in the use of credit is not, 
on the whole, more rapid than that of total business. 
This is a conclusion at which, I believe, Mr. Robert Gif- 
fen has arrived on other grounds. And, indeed, a priort 
considerations would seem to justify it. For a given 
population there is a given amount of division of trade 
which cannot increase much for small additions to the 
population. The percentage of checks used in each 
population group, depending partly on the extent of the 
market and the division of labor, will tend to decrease 
until the point where the expansion of population causes 
a readjustment of the division of labor, and so differen- 
tiates retail business. 

As to the method of payment of wages, the custom 
varies widely in different states. So far as the results 
show, wages are paid more largely by checks in those 
states whose population may be roughly described as of 
medium density. The opposite is true of the more 
thickly settled states. The blanks returned, so far as 
answers were made to the questions at all, give 753 as 
the number of places in which wages are paid entirely 
in cash ; 383 in which it is the custom to pay by check ; 
and 355 in which both modes of payment are used. 

The present investigation indicates that the percent- 
age of instruments of credit shown by previous investi- 
gations to be used in business was large because it rep- 
resented wholesale as well as retail operations; yet its 
results are, on the whole, in the line of former conclu- 
sions as to the importance of credit instruments in pay- 
ments and exchanges generally, and against the neces- 
sity of any additional provision for simply increasing the 
volume of money without taking into consideration the 
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other and at least equally important elements of our cir- 
culation. 


Discussion. 


Mr. Thomas G. Shearman: May not the remarkable 
fact that the proportion of checks in use, in retail trans- 
actions, first rises with the increase of population, and 
then, with a much greater increase, falls off again, be 
explained by the fact that, in small towns, banks are not 
very largely supplied with money and therefore are re- 
luctant to pay it out; while in large cities, banks are 
usually surfeited with money? In cities, therefore, re- 
tail transactions, in which goods are delivered across the 
counter, are almost invariably settled in currency ; while 
in rural districts, book accounts are the rule ; and so the 
number of checks, although few, is relatively large, as 
compared with the actual cash payments. 

Professor Kinley’s investigations necessarily relate 


only to places which have banks. But a vast majority 


of our people have no banks whatever within their 
reach. Consider Alabama. In that state it appears that 
the proportion of checks used in retail trade was larger 
than in any other state. The explanation is simple. 
These statistics cover only a few large towns. There 
are almost no banks elsewhere. There are nineteen 
counties in Alabama, lying in one solid block, which 
have not a single bank. 

There is no greater mistake made than to suppose that 
the great mass of retail purchases in the country dis- 
tricts are paid for in currency. I believe that more 
than seven-eighths of such transactions are never settled 
in money at all. They are balanced by book accounts ; 
which, of course, represent pure barter. This fact lies 
at the bottom of our currency question. We never had 








Credit Instruments in Retail Trade. 77 


and never can have enough currency in this country to 
settle half of its business. It is not possible to gather 
money enough from the whole world to move American 
crops for one season. It is only by an extension of 
sound, safe banks to every corner of this country, that 
our perplexing currency problem can ever be solved. 


Professor GeorgeGunton: Although the question raised 
by Mr. Shearman tends to lead us somewhat away from 
the real point of Professor Kinley’s paper, I think it is 
worth noting in this connection. It is true that in the 
South banks are very scarce and that there are very few 
cash transactions, but instead of this being an advantage, 
as Mr. Shearman appears to intimate, it is an almost 
calamitous disadvantage. 

The absence of banking accommodations in the South 
has developed a sort of pawn-shop relation between 
farmers and merchants. A sort of truck-store barter has 
grown up by which the merchants furnish the farmers 
with their seed and implements as well as personal neces- 
saries for the payment of which they take a lien upon 
their crops. By this system, the merchants have hold 
of both ends of the string. They can charge what 
prices they please for their supplies and what rate of 
interest they choose for the loans, at least up to the full 


extent of the value of the crops, which they generally 


do. It would be difficult to devise a more successful 
method for fleecing the farmers. 

Instead of looking to the abolition of banks and cash 
payments and a return to barter as the ideal method of 
trade, it seems to me the relief must be sought in the 
opposite direction. More and better banks with greater 
facilities for cash payments is what the South and West 
need, so that the unscrupulous method of fleecing bor- 
rowers by this truck system may disappear. 
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One of the chief grievances of the South and West, 
and the grievance which has much to do with the growth 
of Populism and Free Silverism in those sections, is the 
abnormally high rates of interest. A sound banking 
system, substituting bank notes for government green- 
backs, with constant coin redemption, would do much to 
remedy this evil. 


Professor E. W. Bemis: I can hardly see how the 
extension of banks would meet the difficulty Mr. 
Shearman refers to, for, if we take the hypothesis he starts 
with, that seven-eighths of the retail trade where there are 
no banks is on credit, while where there are banks, only 
about sixty per cent., according to Professor Kinley, is 
on credit, that would seem to indicate that the extension 
of banking, or better, the industrial development of 
which extended banking is one phase, diminishes rather 
than increases the proportion of credit transactions. 

Observe, too, the great extension of cash transactions 
in retail trade, in wage payments and in the rapidly 


growing passenger traffic on steam and street railroads. 


Few seem to know that of all the payments over the 
counters of the national banks on selected days, 4.87 per 
cent. was in money, June 30, 1881; 5.91 per cent. Sep- 
tember 17, 1881; 7.5 per cent. July 1, 1890; 8.96 per 
cent. September 17, 1890; 9.39 per cent. September 15, 
1892. Certainly, neither these figures nor those of Eng- 
lish banks indicate any decline in the proportion of 
money needed for the rapidly growing business of the 


world. 
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TRADE OF THE UNITED STATES WITH THE: EAST. 


BY WORTHINGTON C. FORD, CHIEF OF THE UNITED STATES BUREAU 
OF STATISTICS. 


Wherever the eastern trade has centered in the past, 
great opulence and political power have been seen. Com- 
mercial discovery, diplomacy, and mercantile selfishness 
have sought to monopolize or share in this trade. The 
United States has borne its full share, and before the 
founding of the government, American vessels had 
brought cargoes from Asia. It has participated in the 
privileges secured by other nations; and has even bor- 
rowed a leaf from Chinese policy in discouraging foreign 
imports and excluding the Chinese. The eastern coun- 
tries are almost purely agricultural, more than 90 per 
cent. of the population dependent upon the soil. China 
and Japan contribute about 2 per cent. of the imports and 
take 4 per cent. of the exports of the United Kingdom. 
In 1894 about 8 per cent. of the imports of the United 
States was derived from the eastern countries, and 2 per 
cent. of its domestic exports sent to them. There is lit- 
tle elasticity in our exports. In 1821 we exported to China 
merchandise to the value of $4,290,560, to which the 
products of the United States gave $338,535. In 1893 we 
exported $3,900,457, an apparent decrease on 1821, but 
the exports of 1893 were entirely American products. In 
1821 the exports to the East Indies were only $32,000; 
in 1890, $4,500,000. In 1860 (the first returns available) 
the exports to Japan were z/; in 1894 about $4,000,000. 
This export trade depends upon one commodity—illumi- 
nating oil. The light of Asia is more and more made 
in America and Russia. Some cottons sent to China, 
and some wheat flour for Hong Kong, with oil, make 77 
per cent of our exports to Asia. 

Imports into the United States from the East show im- 
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portant differences. British India, under English guid- 
ance and capital, is becoming important as an exporter of 
raw materials, and of some manufactures. Indian wheat, 
Indian cotton, and Indian manufactures of cotton and 
jute, are factors in the world’s trade, and even compete with 
the United States. Japan has sought to develop its re- 
sources without outside assistance, and has encouraged 
the introduction of western methods and western skill. 
China stands apart in its denial of all progress; and asa 
result Chinese commodities no longer hold their own in 
foreign markets. Its silks are discredited ; its teas are 
no longer dominant, being crowded out by the products 
of Japan, Ceylon and Italy. Its trade is stationary. In 
1821 the imports into the United States from India were 
$1,530,799; from China, $3,111,952; and from Japan 
in 1860, less than $100,000. In 1893 we imported from 
India $25,968,554; from China, $20,636,535; and from 
Japan, $27,454,220. 

In conclusion it is to be noticed how important a fac- 
tor Japan may become in the commercial East. For the 
first time it is recognized in diplomacy as a sovereign 
state. Japan may seek to play in Asia the role of Great 
Britain in Europe. With the prestige of victory, she 
has it in her grasp to hold the balance of power in Asia. 
If Japan cannot hold the political government of China, 
she is in a position to exploit it commercially. Should 
Japan secure control of the productive forces of China, 
an industrial power of overwhelming importance may be 
developed. Stationary and backward as China is, when 
compared with its neighbors, it might easily exceed 
them in importance, if it could borrow their desire for 
progress, or have its productive and industrial ability 
intelligently directed by others. It is in the light of 
Japan’s preéminence in Asia that our new treaty becomes 
of high import. 
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THE POPE AND THE ENCYCLICAL ON LABOR. 
BY JOHN GRAHAM BROOKS. 


The literature of the various Catholic congresses upon 
the social question since 1865 shows clearly that this 
famous “charter of the fourth estate” is the-result of 
wide and careful study of labor problems in their modern 
aspects. The Pope brought to this subject the experi- 
ence of quite twenty years of thoughtful examination. 
The utterance deals with the nature of the problem and 
with remedies. Its criticism of the present industrial 
régime is as sharp as if from the pen of the doughtiest 
socialist. Socialism is then dealt with only to be re- 
jected as economically and morally worthless. 

Private property, in interest, rent and profit bearing 
forms, is defended as vigorously as by the Liberty and 
Property Defense League. The function of the state is 
fully considered, the principle being stated that the state 
should not act except at the point where the private in- 
itiative fails. It should act in the case of Sunday labor, 
and the door is thrown wide for further activity (as with 
women and children in industry), if special proof can be 
given, at the time and under the circumstances, that 
private and self-help methods are inadequate. This op- 
portunism has been greeted with enthusiasm by /a 
Ligue Démocratiqgue and by all radicals upon social 
questions within the church. 

The frank admission of the Pope that independent 
ttade unions must be recognized, is even a bolder tribute 
to the radical element. The principle of the “family 
wage” is evidently approved, and, in ideal at least, the 
principle of wage “according to needs.” 

It thus appears that the Pope’s letter to his bishops is 
a disturbing document to the more strictly conservative 
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party. In Italy (see /’ Osservatore Romano of oth May), 
France, Germany, and Belgium, the advanced church 
party show a delight with the Encyclical which is its 
best interpreter. In the attempts of this party to secure 
the “minimum wage,” obligatory insurance for working- 
men, shorter hours, etc., they rightly feel that the august 
Head of the church has come mightily to their aid, Up- 
on principles which he has laid down, the reformers have 
now only to make out their case for state interference 
and positive legislation. The whole system of “ volun- 
tarism” must, by the Pope’s sanction, yield to a kind of 
progressist policy so far as the facts of place and condi- 
tions warrant. One signal result of the Encyclical is 
thus to intensify a more minute study of the economic 
and industrial conditions among laborers in centers of 
industry. See as an illustration of this tendency the 
very able “ Memoire sur La Situation de I’Industrie,” 
by the business men (l’ Assemblée des Patrons Catholiques 
Belges), published in Brussels, 1894, Rue Treurenberg 16. 


COMPETITION AS A BASIS OF ECONOMIC THEORY. 


BY PROFESSOR FREDERICK C. HICKS OF THE STATE UNIVERSITY OF 
MISSOURI. 


Aside from the criticism upon competitive economics 
by those who condemn it because of its evil possibilities, 
the accepted view of the place of competition in econom- 
ic theory is substantially that held by Mill. The ex- 
istence of free competition is the hypothesis upon which 
a theory is constructed, whose conclusions, applied to 
actual conditions, are to be corrected for their probable 
error. But the prevailing tendency to concentration of 
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industries suggests the question whether economic theory 
has not been based too exclusively upon competition, 

The fundamental economic force is self-interest which 
finds a normal manifestation in the unification of in- 
terests which is the essence of monopoly, as well as in 
the rivalry of interests which is the essence of compe- 
tition. Viewed as a means to the end of industrial ac- 
tivity monopoly should occupy something more than an 
incidental and secondary place in economics. 

Moreover, scarcity, which is the basis of monopoly, 
is an omnipresent factor in business through the tendency 
to limitation in the physical requisites for production. 
Hence economic theory cannot disregard this phenome- 
non, if it would. : 

Again, the effect of monopoly, in so far as it succeeds 
in neutralizing competition, is increased prices. But 
this effect is inseparable from that of competition which 
is decrease of prices. For every movement in ex- 


change value is two-fold, a decrease in the price of one 
commodity being inseparable from a rise in the price of 


that given in exchange. 

As a means, then, to an end, as a feature of the pro- 
ductive process, and in its effect, monopoly is natural to 
industrial activity. If this be true, the theory that rests 
upon competition is incomplete. Competition and com- 
bination, representing equally normal manifestations of 
self-interest, are equally necessary to economic science. 

As applied to existing conditions, the recognition of 
the status of monopoly condemns as futile the attempts 
to destroy it. If its workings involve something of 
evil, the proper remedy lies in the direction of regula- 
tion rather than of extermination. 





American Economic Association. 
Discussion. 


Professor Lester F. Ward: I shall confine my re- 
marks to the general proposition that economic theory 
is entirely based upon free competition and to the im- 
portant statement of Mr. Hicks that this is only an in- 
cipient stage in every social economy. It is surprising 
that the earlier economists did not perceive this. Much 
is being said of late about biological economics, and I 
have no doubt that that school did suppose they were 
really basing their social economy upon that of nature 
at large. But there is no greater mistake than to sup- 
pose that animals and plants enjoy absolutely free com- 
petition. It is just as true of them as it is of society 
that competition is only a brief, incipient, transition stage, 
that very soon terminates, and is succeeded by something 
that can very properly be called monopoly. The ten- 
dency of every form of life as soon as it acquires 
superior powers is to drive out everything else and to 
gain a complete monoply of the sources of supply that 
surround it. There is nothing better known to biolo- 
gists to-day than that. Now it is supposed that this pro- 
cess tends towards evolution orimprovement. But there 
are many facts that I could easily enumerate which 
show that this is not altogether the case. It is not al- 
ways, nor generally what we regard as the highest or 
best types of animal or vegetable life that acquire this 


monopoly. On the contrary it is such plants as thistles 


and thorns, plants that resist attacks of every kind. 
They are inferior plants. So also it is venomous ser- 
pents and all kinds of vermin, animals with stings and 
spurs and all sorts of weapons of defence. How many 
magnificent products have gone down under this system 
of monopoly we know not. What possible cereals may 
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have tried to gain a foothold and failed, what fruit trees 
may have sprung into existence only to be ruthlessly 
crushed out, will never be known. 

Now the grand distinction which these assumed _bio- 
logical economists have overlooked, is that there is in 
society something entirely different from that which 
exists in the non-intellectual world, viz., rational fore- 
sight, which is a form of monopoly by which the inferior 
control the superior. When we look at it closely we 
find that government itself consists of nothing else than 
a sort of consensus of opinion, a feeling on the part of 
rational beings, that this thing must not go on, that 
there must be a check put to the natural tendencies that 
are going on in the world. For example, what is crime? 
No animal commits crime. But animals are doing just 
as men would do if there were no laws. There being 
laws, men do commit crime, that is, they violate those 
laws. 

This then is the thought that wasin my mind: That 
when we base economics upon the notion that absolutely 


free competition is the real desideratum, we are ignoring 


the most obvious of all economic or social facts, the fact 
that ever since the dawn of intelligence there has been 
a conviction, increasing in proportion to intelligence, 
that those primary natural functions must be held in 
check, that they must be controlled, that they must be 
regulated. The difference between economics and the 
other sciences is that we are dealing with something 
which ts under the control of reason; we are able to 
establish throughout society an entirely different régime 
from that which ever existed or could exist in the non- 


rational state of nature. 


Professor F. H. Giddings: I think that we must dis- 
sent from the opinion that economic theory has been or 
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is now based upon the assumption of unlimited compe- 
tition. Adam Smith said that employers who compete 
with each other in selling goods instinctively combine 
tacitly or openly to depress wages. The Ricardian 
theory of rent assumes that at certain points competi- 
tion is never perfect. President Walker, in his great 
work on the “ Wages Question,” has shown that there 
has never been unlimited competition in the wage 
market. Our President, Professor Clark, has based his 
“Philosophy of Weaith” upon the assumption that com- 
bination has come to play a part as important as that of 
competition in practical economics and in economic 
theory. Moreover, the whole modern economics of 
Jevons, Menger and Wieser assumes that the funda- 
mental basis of economic theory lies back of both com- 
bination and competition and may be studied irrespective 
of any theory of either competition or combination. 


Professor H. H. Powers: The last speaker has cau- 
tiously objected to the zmpression left by Professor 
Hicks. Is it not fair in turn to interpret that paper as 
a protest against the zmpression left by the classical 
school? It is true that these writers have always quali- 
fied their statements, admitting that perfect competition 
was only a hypothesis. But the question regarding any 
school is, what are its residual ideas, the ideas which 
it expresses with insistence and effectively lodges in 
human thought. It seems to me that the impression 
left by those writers was precisely that which Professor 
Giddings says we must not charge against them.” What 
was the impression which they produced on English 
statesmen during the period of Dark Age legislation 
which has since been discredited? I trust I shall be 
pardoned a farther question. What was the impression . 
produced by our President’s address last evening? In 
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all these cases does not competition stand, not indeed as 
the absolute, but as the central, almost the all-embracing 
fact in economic life? ‘This conception may or may not 
be correct but Professor Hicks is perfectly just in assum- 
ing that it represents the school against which he pro- 
tests. It is by what we assert, not by what we concede 
that posterity will judge us. Our qualifications will but 
furnish arguments to our apologists. 


THE THEORY OF PUBLIC EXPENDITURES. 
BY PROFESSOR HENRY C. ADAMS, PH.D., UNIVERSITY OF MICHIGAN. 


The aim of a discussion of public expenditures is to 
discover the meaning of expenditures for the life of a 
people and in this manner to arrive at the principles 
which control appropriations. The considerations which 
here present themselves are commonly discussed by Eng- 
lish writers upon finance in connection with the limit 
of the right of taxation, but there are certain advant- 
ages in approaching the subject from the point of view 
of expenditure. 

The first question which presents itself pertains to the 
extent to which the experience of the individual in the 
expenditure of his private income may be relied upon to 
determine matters of public expenditures. It is asserted 
by some that the principles controlling private expendi- 
tures do not apply in the case of expenditures by the 
state. This, however, is pressing the matter too far. 
The starting point of the discussion of public expendi- 
tures is the social income of which public income is a 
part, and as the individual is limited in his expenditures 
by the income which he enjoys, so the state is limited 
by the proportion of the social income which, under the 
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existing political, social and industrial conditions, may 
be rightly placed at its disposal. A distribution of pub- 
lic funds between the various lines of service undertaken 
by the state also is, in a general manner, determined by 
the same considerations as influence individual expendi- 
tures. Asa larger percentage of the poor man’s income 
is expended on the necessaries rather than the comforts 
and luxuries of life, so the poor state would be called 
upon to make larger relative expenditures for the pri- 
mary governmental functions than for those which come 


later in its national development. It is not strange that 
the underlying principles of public expenditures should 
prove to be the same as those followed by the individual, 


since on final analysis the state represents the collective 
interests of the people and may be regarded as one of 
the many means by which individual wants secure for 
themselves satisfaction. 

When, however, the character of public service is con- 
sidered, certain differences between public and private 
expenditures make their appearance. Thus the state, 
unlike the individual, enjoys the expectation of a per- 
petual existence, and on this account is justified in mak- 
ing investments which the individual would not care to 
make. ‘The state may, for example, properly appropri- 
ate money for the development of a system of forestry. 
In the matter of education also, the state is justified in 
making an expenditure which may not be advantageous 
to the nation until after a considerable time. 

Another contrast between public and private expendi- 
ture suggests itself when we consider that the phrase 
profitable investment has a different meaning for the 
state than for the individual. Thus an individual re- 
frains from an investment which does not give rise to 
dividends or profits; while the state, on account of the 
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nature of its social and industrial functions, must con- 
sider that as a profitable investment which results in the 
creation of those social, political or industrial conditions 
essential to the efficiency of a private enterprise. In 
this respect public and private expenditures must be 
judged from different points of view. 

The theory of public expenditures appears to be a 
theory of adjustments and apportionments; an adjust- 
ment in the first instance of the ratio of public to pri- 
vate expenditure, and in the second place an apportion- 
ment of the amounts properly assigned to the state be- 
tween the various lines of public service. It is of course 
impossible to determine the aggregate of the funds 
which should be placed at the disposal of government 
in any given case without an analysis of all the items 
in all the chapters which go to make up the public 
budget, so that; in a sense, the two questions here sepa- 
rated for the purpose of study present but different parts 
of the same problem. There are, however, a few ob- 
servations which may be made respecting the ratio of 
public to private expenditure (that is to say, the aggre- 
gate of public expenditures) quite independently of the 
consideration of specific appropriations. 

First. The gross amount placed at the disposal of 
government depends, in large measure, upon the stage 
of industrial development at which the state has arrived. 
The significant figure is what may be termed the coefh- 
cient of public expenditures, that is to say the percent- 
age of expenditures through the medium of the state to 
the gross income of the nation. From this it naturally 
follows that the larger the income and the more pros- 
perous the industries, the more may the state take from 
the proceeds of private enterprise without any injurious 
results. This observation may be carried out in a great 
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many different lines of consideration. Perhaps the most 
important service which it renders in the unfolding of a 
theory of public expenditure is that it furnishes a basis 
for the classification of states in a comparative study of 
the expenditures of various nations. 

Second. It must be observed, in the second place, that 
public expenditures hold a very intimate relation to the 
political life of the people. The most obvious illustra- 
tion of this is found in the marked increase in military 
expenditures incurred by most of the nations of Europe. 
A comparison of the budgets of the various states meas- 
ures in a very graphic manner the aspirations of nations 
for political importance. 

Public expenditures are open to another influence, in- 
cident to the political conditions of nations, besides the 
one bound up in the spirit of nationality. Their organ- 
ization, so far as the relative importance of local and 
central administration is concerned, affects both the dis- 
tribution of expenditures between the two agencies of 
the state and the aggregate of expenditures undertaken 
by each. 

Third. The aggregate of public expenditures depends, 
in the third place, upon the theory of social relations 
which the people have adopted and the degree of strict- 
ness with which it is followed in practice. These 
theories may be summed up in the two phrases, expan- 
sive government and restrictive government. ‘The social 
theory may be looked for either in the philosophy of 


respective rights and duties of government and individ- 


uals, or (what amounts to the same thing) in the attitude 
of mind which the public instinctively assumes with 
regard to social or industrial problems. Most problems 
of this sort, at least under the conditions of the present 
century, rely for their solution upon an expansion in 
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some of its various forms of the principle of codpera- 
tion; but a great deal depends, so far as public expendi- 
tures are concerned, upon the character of that codpera- 
tion. Is the collective activity demanded governmental 
or private? Is codperation to be secured by coercion or 
through voluntary association? One cannot emphasize 
too strongly the contrast between these two views of 
social activity and their consequent influence upon the 
ratio of public to private expenditures or, as we are now 
discussing the subject, upon the aggregate of public ex- 
penditures. The rule commonly regarded as adequate 
by those who hold the restrictive theory of government 
is simple, at least so far as its statement is concerned. 
It was clearly stated by Sir Henry Parnell, who in 
1830 wrote his remarkable tract on Financial Reform. 
Without following his language, the rule regarded by 
him as adequate to direct public retrenchment was 
that the state had no right to demand money from its 
citizens which could be a source of greater enjoyment or 
profit if left to swell the amount of their private expen- 
ditures. The pertinency of this rule consists entirely in 
its interpretation, but in the hands of those who believe 
in the restrictive theory of government, it means that 
the smallest possible amount necessary to maintain se- 
curity of life and property is the amount which should 
be placed at the disposal of the state. The view of 
public expenditures held by the advocates of the expan- 
sive theory of government is perhaps equally unsatis- 
factory, when interpreted in the light of the manner in 
which it is applied to specific questions. Many German 
writers force this rule so far as to urge that a presump- 
tion in favor of government arises whenever a new social 
function makes its appearance. ‘This is believed to be 
as pernicious in its results as the rule just considered. 
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We may say with Stein that “ Parsimony is not economy 
and that the saving proper for the statesman to consider 
is not that which always decides for the smallest amount, 
but that which knows how to measure the amount of 
expenditure to the worth of the object for which the ex- 
penditure is incurred.” We may even go so far as to 
allow some truth in the simile of Geffcken. ‘The ad- 
ministration of finance,” says he, “should be conducted 
according to the rule laid down by nature, which every- 
where abstracts moisture from the earth and plans to 
give it back in nourishing dews and rains.” We may, I 
say, depart so far as this from the old conception of the 
relation of government to industry and still deny that 
the state has the first and practically an unlimited claim 


on the products of growing industries. The situation 


seems to be that the older English writers did not feel 
the need of a theory of expenditures because the theory 
of government which they held implied a fixed limit to 
governmental functions; while German economists are 
unable to work out a satisfactory theory respecting the 
limit of the demand by government upon the social in- 
come, because the theory of government which they ac- 
cept gives all prominent functions to the state without 
question. As is so frequently the case the truth lies be- 
tween these extremes and can only be discovered by a 
concurrent study of public and private functions. This 
would lead, so far as public expenditures are concerned, 
to an analysis of governmental functions, not alone as 
they now are but as they have developed. In no other 
way can they be classified so as to arrive at any principle 
by which the proportion of the social income properly 
assignable at any time to government, or the apportion- 
ment of the amount so assigned to the various lines of 
service undertaken by the state, may be determined. 
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The paper closed with a statement of public functions 
so classified as to lead one to appreciate the relative im- 
portance of the various lines of public service, the stage 
at which a people has arrived in their social, political 
and industrial development being known. 


Discussion. 


Professor Lindley M. Keasbey: We hear a great deal 
about state socialism, nowadays, and, as was remarked 
the other day, we are apt to draw back at the bare men- 
tion of the word. But if we look at this matter from 
the point of view of profitable public expenditure, it 
seems to me we shall be in a much better position. At 
the start our country was developed magnificently by 
the individual action of our frontiersmen. Certainly no 
government interference at that time would have been 
in place. Nowadays, however, as Professor Turner has 
admirably said, there is no longer a frontier in our 
country. But if we go back from the West to the 
East we shall find a great many things left undone by 
the frontiersmen as it was not to their individual advan- 
tage todothem. There are lands in the South which 
when properly drained will be perhaps the most fertile 
in the country, our prairies are inadequately supplied 
with natural forage crops, while our forests should not 
only be preserved, but also advanced westward by proper 
nurture. None of these enterprises, however, appeal to 
the individual. We have also before us the immense 
undertaking of the Nicaragua Canal, which can not be 
completed by private undertaking and should not be 


built by any semi-public corporation. We applied that 


principle to the Union Pacific Railway, and have 
learned the result. We pay the bill and the returns 
go to the private persons in the end. If we can 
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look at all these matters as profitable public expendi- 
tures, we may then take hold of them as a community, 
and in the future be repaid by our increased social in- 
come. 

Professor E. R. A. Seligman: There are one or two 
points upon which I should like a little more light. I 
should certainly be far from attempting to defend Mr. 
Parnell’s point of view. At the same time is it true 
that the individual economy is so entirely different from 
the public economy as Professor Adams in some of his 
remarks has seemed to assume? We not only see 
in every individual his own personal wants, which 
touch him as an individual, but we also observe that 
in the course of time there grow up these social or col- 
lective wants, which are quite as much a part of the in- 
dividual but which can be satisfied only by some mani- 
festation of social activity. This seems to me really to 
be the basis of the whole theory of public finance. We 
must start out from the individual as such. While in 
actual practical life the economic state is something 
different from the economic individual, yet they are 
both referable to certain attributes of the individual 
himself. 

In one point Professor Adams somewhat exaggerates 
the distinction between the individual and the state. It 
has been said that the individual seeks to secure the 
satisfaction of material wants and the state to secure 
that of immaterial wants. But this is rather an histori- 
cal development, applicable to each. The man who has 
a low standard of life has only material wants; he is 
satisfied with food and clothing ; only gradually does he 
devote attention to art and music and the higher stages 
in the satisfaction of wants. But with the state it is 
precisely the same. At the beginning it must give us 
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protection, the very basis of all material welfare; but as 
it develops, it also pays more and more attention to 
these immaterial wants. 

If, however, we distinguish between the present con- 
dition of the individual economy and of the public 
economy, there is one point which might be brought out 
a little more strongly. Professor Adams assumed that 
each attempted to attain profits. Now this may indeed 
be only a quibble about words. If you say that profits 
in the one case mean monetary profits, actual profits, and 
that in the other case they mean indirect profits, I 
should not object. But I should think it might rather 
be put in this way: that whereas the individual seeks to 
obtain profits, the state as a whole seeks to secure social 
utility. That is no doubt at the bottom of Professor 
Adams's idea. 

One minor criticism. In his interesting classification 
of expenditures Professor Adams puts in the third class 
the attainment of ethical aims, which perhaps may be 
another way of putting what I should call social utility. 
But in the third and fourth divisions of the first class 
we have the “Infringement of Rights and Duties, social 
and other.” Is there anything more ethical in its nature 
than justice? Is it not true that whereas in early times 
the forms of justice were exceedingly primitive, in mod- 
ern times the realm of justice has been immensely ex- 
tended so as to take in a great many of these ethical 
aims? So again, among the “ Direct Services” is it not 
true that we attempt to do a great many of these things 
precisely for an ethical purpose? I query therefore 
whether the classification can not be improved in some 


points. 
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THE ETHICAL BASIS OF DISTRIBUTION AND ITS 
BEARINGS ON ‘TAXATION. 


BY PROFESSOR T. N. CARVER, PH.D., OBERLIN COLLEGE. 


Taxation can not be said to be a question of financial 
policy merely, but the question of justice and equity 
must be considered. In discussing equity in taxation 
the attempt has been usually to find some single princi- 
ple that will serve as a criterion of justice, rather than 
to decide it on the same basis as economic justice in 
general. 

Since justice in political economy centers principally 
in distribution, it may be worth while to consider in 
what justice in distribution consists, and see if it may 
not throw some light on taxation. There are four pro- 
posed bases of distribution, each of which claims to 
represent ideal justice : , 

(1) Distribution based on existence, or absolute 
equality. 

(2) Distribution based on labor, no account to be 
taken of differences in ability. 

(3) Distribution based on wants. 

(4) Distribution based on service or production. 

But there are also several ideas as to what service 
should include: (1) The products of labor alone ; (2) 
The products of labor and capital; (3) The products of 
labor, capital and land; (4) The products of labor and 
such land and capital as are acquired as the result of 
one’s own industry, frugality and foresight. 

The present system aims at distribution according to 
service, and service is interpreted to ‘include the products 
of land and capital as well as labor. 

The economist is by calling a utilitarian, and nat- 


urally bases justice on expediency, or the greatest good 
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to the greatest number. This principle, rigidly ap- 
plied,.seems to support the main features of the present 
system. Moreover, there is no other idea of justice upon 
which any of the important features of the present sys- 
tem can be justified. Neither wages, interest nor rent 
can be justified on any other doctrine of justice. 
Society has to face two conflicting interests in decid- 
ing upon its system of distribution. The goods in ex- 
istence at any given time would yield the greatest amount 
of utility if the marginal utility of all incomes were 
equal. But it is also necessary to the highest utility 
that each individual should so apportion his expenditure 
among different commodities, that the marginal utility 
of each apportionment should be equal. But in doing 
this, the consumer will, of necessity, reward different 
producers differently. Since taxation must affect distri- 
bution, if we accept the principle of the “ greatest good 
to the greatest number” as the criterion of justice in 
distribution, it ought to follow that the least evil to the 
least number is the criterion of justice in taxation. 
From the standpoint of the most perfect equilibrium 
between different incomes, progressive taxation should 
be extended even to the levelling off of incomes, for, 
assuming their wants to be the same, less evil is inflicted 
by collecting a dollar from a man with a large than a 
small income. But this would have a repressive effect 
by discouraging men from entering the more productive 
callings. This would interfere with the most harmon- 
ious individual consumption, and, from this standpoint, 
progression in taxation would be an evil. The advant- 
age, from the first standpoint, becomes less and less with 
each extension of the principle of progression, while 
the evil, from the second standpoint, would become 
greater and greater. On the whole, only a moderate ap- 
plication of progressive taxation could be justified. 
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Professor William W. Folwell: I sympathize with the 
general purpose of the paper because I believe that dis- 
tribution is largely an ethical question. Whenever you 
raise the question of distribution, you raise the question 
of justice. If it is not going to be a fair division, then 
why discuss the question at all? In that same question 
we postulate the right of society to control distribution, 
and individual claim to share in distribution. In the 
next breath, however, I say that the bottom principle 
upon which distribution has always taken place and 
must always take place is competition. In regard to 
that I think I would be hard-headed enough to suit Pro- 
fessor Hadley. But the competition I speak of is the 
competition of men, not the competition of sharks and 
tigers, which results precisely as Mr. Ward hasshown. It 
is the competition of real men in society, in the family, 
in the state, not that of the old fashioned economic man 
assumed by Adam Smith and Ricardo. I think it im- 
portant for political economists to keep their heads level, 
and while holding to competition as the controlling 
principle of distribution, not to forget that its actual re- 
sults are the outcome not of a prime cause alone but of 
that as modified and mitigated by an unknown number 
of secondary causes. 


Professor George Gunton: In discussing the subject 
of an “ideal distribution” one is forced to consider the 
question of value, as the equities of distribution center 
at that point. Very early in his paper, Professor Carver 
referred to the “Cost of Production School” as anti- 
quated and passed it by as one of the theories that be- 
long only to the past. I at once felt ancient. The cost 
of production theory is indeed very old but not rearly so 
old as the fact itself. 
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I have some difficulty in thinking of an economist 
discussing value and ignoring the cost of production. 
One might as well attempt to be scientific and ignore 
experimentation and verification. Before we go very far 
with our theorizing we should test our theories with 
some facts. We should try to see what actually hap- 
pened in the various actions and reactions that bring 
value into existence. 

If Professor Carver had attempted to imagine himself 
going into business he would have found cost of produc- 
tion to be a very important factor in the price-making 
process. If he were a practical man he would ask first : 
What is it the community would like that I can furnish ? 
Is it shoes? Having satisfied himself of the first im- 
portant fact necessary to value, viz., that there isa de- 
mand for the product, he would begin to consider the 
conditions of supply. He would immediately come face 
to face with the fact, whether he had anticipated it or 
not, that to supply shoes involved cost, and he would be 
compelled to decide quite emphatically that if those de- 
manding shoes would not pay for them the equivalent of 
what they cost he would refuse to furnish the supply. 
If the cost was a dollar a pair, the value would have to 
equal that or the people go without shoes. True, this 
fact is very old. It is as old asthe human race. It is as 
old as the first effort ever made to satisfy human wants 
and it is as new as the last. 

If Professor Carver refused to count with this fact he 
would probably soon be numbered among the bankrupts. 
Any theory of value which ignores the cost of produc- 
tion may itself be safely ignored for all scientific pur- 
poses. 

As to “ideal justice” I confess to not being absolutely 
clear as to exactly what ideal justice is; but it seems to 
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me that in the sphere of exchange we get very near to 
what ideal justice is when we establish an exact guzd 
pro quo relation. It is certainly not far from strict 
justice to give the equivalent of what we receive, and 
vice versa. Is there anything in human experience that 
brings about a more absolute guzd pro quo relation than 
the equality of cost in exchanges? If I serve the com- 
munity I want an equivalent for what I have given. 
The question is, “ What is the equivalent of that ser- 
vice?” What that service cost me. There is where the 
point of equivalence rises. The things exchanged are 
very dissimilar in all other respects; indeed, their very 
dissimilarity is the inducement for exchange ; but how- 
ever unlike in all these qualities there is a point of exact 
similarity in the ratio of per unit cost of production. 
In that is bound up all that enters into what I gave in 
performing that service. If it is wages, it is all that 
enters into furnishing my living, because that is the 
cost I undertook in order to render that service. The 
equivalent then is the equivalent to what I am. If I 
ama ten cent a day man, then ten cents a day will re- 
turn to me the cost of what I rendered. If I am a five 
thousand a year man, then that amount is necessary to 
give me an equivalent for my service. Asa basis for 
discussing value, cost of production has great advantages 
over the idea of marginal utility in that it is a tangible 
fact, susceptible of precise statement and verification. 
Marginal utility is too fleeting and imaginary for scien- 
tific purposes. It can never be located. The moment 
one attempts to reduce it to fact it vanishes. It is abso- 
lutely interminable and undefinable at any given time 
and place. It is not a primary fact in economic move- 
ment but rather an imaginary line. Cost of production, 
on the contrary, is a stubborn fact in everybody’s ex- 
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perience who tries to serve either himself or society. It 
is universal, determinate and unavoidable. 


Professor Carver: I agree with Professor Folwell that 
competition is the basis of the present system, but com- 
petition is directed by society in the way of rendering 
service. Men, in society, are not left free, as are plants 
and animals, to prey upon one another for what they 
get, but must render society a service for it. 

The gentleman (Mr. Gunton) desired us to indicate a 
case where the principle of marginal utility actually ap- 
plies. Perhaps it would answer the same purpose if he 
would indicate a case where it does not apply. Margin- 
al utility, instead of being fleeting, is so definite and sub- 
stantial that it will wreck any business that ignores it. 
To manufacture shoes at a cost of five dollars a pair 
will not necessarily enable one to sell them at that price. 
But I was glad to see him give up the cost theory of 
value in his discussion of abstinence in regard to capital. 


THEORIES OF VALUE IN THEIR APPLICATION TO THE 
QUESTION OF THE STANDARD OF DEFERRED PAy- 
MENTS. 


BY FRANK FETTER, PH.D., CORNELL UNIVERSITY. 


Mention was first made of the various standards that 
have been suggested as proper to secure a just payment 
of long-standing debts. For the commodity standard 
which i$ the one almost universally employed, there is 
not presented a demonstration of its power to return 
equal values—yet this power is in general tacitly as- 
sumed. Examination readily shows that the commodity 
standard does not answer the test. The total utility 
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standard, suggested as the proper one, is also lacking. 
The fer capita population standard has a curious interest 
but cannot offer any theoretic justification of its claims to 
furnish an invariable unit of value. The labor standard, 
the logical outcome of the older labor-cost of production 
theory of value, suffers of course under the same infirmities 
as that theory, and offers nothing approximating a practi- 
cal solution of the problem—to return equal values at a 
later time. The marginal utility standard is suggested as 
a key to the solution as soon as utility alone is accepted 
as the measure of value as in the newer value theory. 
This standard was made the object of a more extended 
examination. The inability of men to measure states 
of feeling as between different individuals at the same 
time, is as marked as the inability to measure the states 
of feeling of the same individual at different times. 
Even the order in which wants are satisfied does not in- 
dicate a less intensity of the later gratified wants. This 
fact, along with the one that new wants are constantly 
arising, makes improbable a general fall of marginal 
utilities, and the further fact that these utilities are not 
measured on an absolute scale but are always expressed 
in terms of each other makes impossible to us the 
numerical expression of any such general fall, for as the 
one becomes zero the other becomes infinite. The em- 
ployment of marginal utilities as a standard of deferred 
payments is seen to be impossible until the unit of hap- 
piness is materialized. They remain as yet, as to different 
periods, incommensurable quantities. The conclusion 
reached is entirely sceptical as to the newer theory of 
value throwing any special light upon the problem in 
hand. ‘That question receives no answer from economic 


theory. 
In conclusion the paper suggested the further funda- 
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mental query: is it self-evident as has been assumed 
that the return of “equal values,” even if it were attain- 
able, would constitute “just” repayment? The answer 
to this lies not, however, within the immediate province 
of this paper. 


STATISTICS AS AN INSTRUMENT OF INVESTIGATION IN 
SOCIOLOGY. 


BY RICHMOND MAYO-SMITH, A.M., PROFESSOR OF POLITICAL ECONOMY 
AND SOCIAL SCIENCE IN COLUMBIA COLLEGE. 


Sociology is the science giving us the facts of social 
organization. 

How shall we arrange and classify these facts so as to 
explain them and formulate a theory of sociology ? 

Here we encounter many difficulties. The first is due 
to the astonishing complexity of human society, and the 
multitude of phenomena to be observed. How can we 
pretend to examine and understand all the facts of social 
organization and social activity ? 

The second difficulty is commonly expressed as that 
of defining and measuring social forces. It is very easy 
to speak of establishing or discovering relations of cause 
and effect. But here, as elsewhere, every cause is an 
effect, and every effect is the resultant of many causes, 
the intensity of which it is difficult to measure. Does 
city life cause the large amount of crime in large cities, 
or does the sex, age and parentage distribution of the 
population bring it about that a large amount of crime 
is localized, so to speak, in large cities? And if both 
factors are at work, as well as, say, a decline in the re- 
ligious spirit which strikes the cities first, what part does 
each factor play in the result ? 
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The more extensive cultivation of the statistical 
method would in my opinion help us part way out of 
these difficulties. It would make the phenomena miore 
manageable and give us quantitative measurements of 
social forces. 

It is true that the statistical method is not always 
necessary in order to arrive at generalizations in sociology. 
Some facts are of so striking a nature that mere obser- 
vation enables us to understand and interpret them. 
It needs no statistics to show that in a primitive society 
a rude governmental organization co-exists with a simple 
economic organization employing little or no division of 
labor, and these two with gross fetichism, rude art, and 
a low ethical code. 

The statistical method is sometimes inapplicable. It 
is difficult to measure the exact connection between 
economic condition and artistic development because 
music, painting, sculpture cannot be measured statisti- 
cally, it being a question of quality and not of quantity. 

But there are many phenomena and relations which 
can be expressed in figures. For instance all the divi- 
sions of mankind according to race and blood depend 
upon statistical observation. So do those social dis- 
tinctions connected with occupation, social position and 
economic condition. Very important are the distinc- 
tions of sex, age and conjugal condition, because they 
affect almost all social phenomena, such as birth, death, 
crime, suicide, etc. Hence the sociologist must be ac- 
quainted with the technique of statistics, both the form 
of question and the methods of tabulation. He should 
seek to reduce his observations as far as possible to sta- 
tistical form in order thereby to gain accuracy and pre- 


cision. 
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Professor E. R. L. Gould: The subject has been so 
admirably and so comprehensively discussed, not in all 
its details, perhaps, but in representative features, that I 
think comments are almost unnecessary. I would like, 
however, to emphasize the hint thrown out by Professor 
Mayo-Smith in his remarks on the absolute necessity 
for training in statistical methods for sociologists, just 
as I would like to emphasize the desirability of practical 
statistical work for sociologists after they have completed 
academic courses of study. I think that if there are 
two classes of workers in the broad field of social science 
who ought to march together, they are statisticians and 
sociologists ; still one can be neither a good statistician 
nor a good sociologist without knowing a good deal of 
both subjects. There are a great many limitations in 
the field of statistics which no one except the practical 
statistician knows anything about. Discrimination must 
be used in the selection and use of material which no 
one who is not familiar with the official processes of col- 
iecting data is able to guard himself against. There are 
many facts regarding the people, as for example, the de- 
gree of negro blood in the veins of our colored popula- 
tion, which it is utterly impossible to ascertain correctly. 

Permit me to say that this Association ought to con- 
gratulate Columbia College upon the admirable example 
she has set to other institutions in making liberal pro- 
vision for the study of sociology and statistics and the 
application of statistical methods to sociological research. 
It is sincetely to be hoped that the influence of her ex- 
ample may be fruitful elsewhere. 
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THE RELATION OF SOCIOLOGY TO ECONOMICS. 
BY PROFESSOR ALBION W. SMALL, OF THE UNIVERSITY OF CHICAGO. 


Social knowledge is worth getting as an indication of 
what associated men may do to increase their happiness. 
Sociology is not an effort to discredit or supersede 
economics. They are interdependent portions of social 
science. The assumption that there is special call for 
arbitration and conciliation between economics and so- 
ciology rests primarily upon failure to perceive that the 
economic element in human actions may be explained 
without throwing light upon other equally significant 
social factors. Economics is properly concerned with 
the correlations of phenomena connected with wealth, 
in so far as the desire for wealth is the determining 
or at least the differentiating factor in the phenome- 
na. This being the case pure economics is as in- 


adequate to the task of directing social codperation 


as is abstract physics alone to solve the problems of the 
military engineer. 

Sociology not only points out that economic formulas 
must be modified by consideration of concrete condi- 
tions—the economists all assert that—but sociology adds 
what the economists overlook, that the modifying con- 
ditions must be as scientifically determined as the eco- 
nomic formulas themselves. The sentimental economists 
have tended to minimize the significance of economic 
science ; the mathematical economists have tended to 
overlook both the necessity and the difficulty of precise 
knowledge of extra-economic phenomena and _ laws. 
They have frequently appeared to believe that if an 
economist is scientific in the treatment of his own 
proper problems, the knowledge needed for combination 
with economic abstractions, before they pass into social 
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programs, will be added to him by unconscious absorp- 
tion. 

Sociology is the natural successor of ineffective phil- 
osophy of history. Sociology, like the philosophy of 
history, aims to arrange a couspectus of the correlation 
of the forces which have given human society its 
present character. The task is easier now, because the 
antecedent physical, biological and social sciences furnish 


data which were not available for the philosophies of 
t 


history. 

The real work of sociology begins, however, with 
exainination of the data just referred to, for knowledge 
of possible human improvement contained in the facts 
of life. The final work of sociology is to derive from 
social facts knowledge of available means for realizing 
social improvement, and of the necessary methods of 


applying the means. 
Discussion. 


Professor Patten: It may seem to some of you who 
have followed the recent discussion on. the topic 
under consideration this afternoon, that I have been 
unnecessarily combative. I claim to have the investiga- 
tion of certain economic facts and phenomena as my life 
work. Why then should I bother myself about the 
sociologists? Why not let them go their own way, and 
when they have really created a science it will be time 
for economists to modify their doctrines in accordance 
with the new facts. This, however, can not be done. 
We have arrived at a point in the development of the 
social sciences where we can not let one another alone. 
To do so means to remain where we are. If we are to 
advance in the social sciences we must have a better ter- 
minology, and be able to understand one another when 
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we are talking and writing on particular topics. We 
must in some way agree among ourselves as to what dif- 
ferent lines of work we shall take up. 

In the second place, I claim that sociologists have no 
right to stake off for themselves a portion of the field 
of social science without the consent of the economists. 
That may seem on the face of it dogmatism, but I be- 
lieve after all it is plain common sense. The question 
is one of better codperation in the work so that better 
and higher results can be secured. How can we haye 
cooperation unless the economists are willing to go into 
that part of the field that the sociologists assign to them 
and unless the sociologists are willing to go into that 
quarter of the field which the economists assign to 
them? I have heard of a foreign university where they 
had two men in social science. Some one asked one of 
them why he was called a sociologist, and he said that 
the other man got in the university first, and represented 
one phase of public opinion; and that the authorities 
wanted somebody on the other side, and “since he had 
been put im as an economist I was put in as a sociol- 
ogist.” It will be a great misfortune if in the develop- 
ment of our universities, we put at one end of the hall 
one set of people as economists and at the other end an- 
other set of people as sociologists, and have no communi- 
cation between them. This is not a development of the 
social sciences. It is only when the sociologist comes in 
with the consent of the economist that we can have bet- 
ter work accomplished. 

If we review the development of the social sciences for 
the last century, we come face to face with what seems 
to me to be the real problem. We English speaking 
people inherit our notions and ideas from the group of 


thinkers in England at the close of the last century and 
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the early part of this. We may call them economists if 
we are thinking of Ricardo and Smith, or we may call 
them ethical philosophers if we are looking at them 
from the standpoint of Bentham, and from another stand- 
point we can call them students of jurisprudence. But 
the point is that in two or three related sciences they 
had what they considered the social sciences mapped 
out. If you take their discussions of utilitarianism and 
of economics you will find them complementary. In 
addition they had what they called social philosophy. 
In those three fields they had their social science and 
they had a definite theory. 

Now the equilibrium established in the old social 
philosophy has been broken up. How are we going to 
establish a new equilibrium? The measurement of 
human happiness is the present problem of economics 
and of sociology. Under two different aspects the same 
problems present themselves in one science as in the 
other. It seems to me that this is really the cause of 
the present conflict. The old barriers separating the 
social sciences are broken down, a new division of the 
field is demanded, and as a result we have sciences over- 
lapping one another. We economists would like to have 
somebody go to work in the field codrdinate with econom- 
ics, provided of course they would let economics alone. 
We all feel that there is another field. If sociologists 
merely want to show that there has been something 
wrong in the details of economic science, that we have 
once in a while made a mistake, I am willing to admit 
this, but the correction of errors is not making a new 
science. Nor does the fact that certain persons have in- 
terpreted economics in too narrow asense. This fact 
gives us good reason for extending and expanding our 
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ideas of the science, but it does not give any ground for 
two sciences. 

Now I have told you where it seems to me the diff- 
culty lies. It is not a theoretical but is a practical 
problem that is before us. We must devise some scheme 
that will be reasonable to present workers in the way 
that the workers in the early part of this century made 
a definite division of the field into utilitarianism and 
economics and politics. Not that at some future time 
we may not add other sciences, or perhaps reduce the 
number; but temporarily at least we must adopt some 
scheme to divide the field. Neither economists nor 
sociologists can rule out the other without delaying the 
progress of their own science. 


Professor F. H. Giddings: I think that we have a 
definite problem before us in this question of the rela- 
tion of sociology to economics. If sometimes we ought 
to look at society as a whole, and not always at one or 
another part, without reference to the relation of part to 
part, how shall the study of the social unity be ac- 
complished? Shall sociology be regarded as a science 
in which the teacher and the student are expected to 
examine every detail of social phenomena? Shall one 
man, who teaches sociology, be expected to know rather 
more than all his colleagues—who teach political econo- 
my, comparative jurisprudence, and the theory of the 
state—together know? That is evidently an impossible 
solution of the problem, in these days. The only al- 
ternative is to ask if there are certain phenomena in 
society that are so elementary, and certain principles 
that are so universal, that the students of political 
economy, of jurisprudence and of politics have to pre- 
suppose them in their reasonings. “If there are such, 
we can do two things: first, we can mark out for the 
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sociologist a definite field, namely, the study of these 
elementary and fundamental matters, and secondly, we 
can make sociology a codrdinating science, by showing 
that the unity of society is a consequence of certain 
fundamental facts and universal principles which it is 
the business of the sociologist to examine. 

But is sociology then a more fundamental science than 
political economy? I think that the contention of my 
friend who last spoke, that abstract economics is the 
social science of fundamental importance, grows out of 
a wrong classification of the sciences, for which the 
creators of sociology, Comte and Spencer, have been 
responsible. The historical and descriptive, or concrete, 
sciences cannot be put into one series with the abstract, 
or hypothetical, sciences, without confusion. It is only 


by arranging them so as to get a cross classification that 


their true relations can be seen, thus: 


Abstract 
Physics 

Abstract 
Economics 

Abstract 
Ethics 





Chemistry 


Astronomy 


Geology 


Biology 


CONCRETE SCIENCES. 


Psychology 


Sociology 
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Each of the concrete sciences begins in description 
and history. It becomes explanatory only by appealing 
to certain assumptions and principles that are formulated 
by the abstract sciences. Each concrete science, from 
chemistry to sociology, is partly mathematical and 
partly physical, in its explanatory parts. Psychology 
and sociology derive explanatory principles not only 
from mathematics and from physics but from abstract 
economics, 7. ¢., the pure theory of utility, and from ab- 
stract ethics, 7. ¢., the pure theory of social forces. On 
the other hand, each of the abstract sciences derives data 
from each concrete science. ‘Therefore we cannot say 
that either sociology or economics, as a whole, is 
antecedent to the other. Each presupposes facts or 
principles afforded by the other. 

Conceiving sociology then as a concrete science, 
which is descriptive, historical and explanatory ; and as 
a general science, which is fundamental in its relations 
to all special social sciences that are themselves concrete, 
we may ask finally what, exactly, are the elementary 
social phenomena which the sociologist should ex- 
haustively study ? 

They are, first, the facts of population, objective and 
subjective ; namely: the numbers and distribution, the 
intermingling of racial and national elements, the birth- 
rates and the death-rates, and the mental and moral 
traits, including tolerance and sympathy and _ their 
opposites. By studying criminality, especially, the 
sociologist becomes familiar with the difference between 
the social and the unsocial element in the population. 
The mental and moral elements in the population com- 
bine in what may be called a subjective society, a very 
difficult thing to describe. We have a vague idea of it 


whenever we speak of “ public sympathy,” or of “ pub- 
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lic opinion,” or:‘of “sovereignty.” It is that mass of 
feeling, belief and tradition, the best short name for 
which, I think, is the social mind. The phenomena of 
the social mind then, the sociologist must study. 

The social mind realizes itself in the outward con- 
struction of society. It builds up and shapes the family, 
the tribe, the town, the commonwealth and the nation, 
a series of groups which we may call the social compo- 
sition. It creates also the social constitution, that is, 
the division of labor and the marvellous plexus of asso- 
ciations for undertaking a multitude of socially-desirable 
enterprises. The processes by which these forms are 
evolved are for the most part psychological. It is for 
the sociologist to investigate them. He must study 
them descriptively and historically, tracing their evolu- 
tion. He must examine them also from the standpoint 
of explanation, showing by the theories of physics, of 
utility and of abstract ethics how the historical evolu- 
tion can be accounted for. All this work is the work of 
the sociologist as distinguished from the work of the 
political economist. . 


Professor Lester F. Ward : In what I say I shall confine 
myself to the special subject of Dr. Small’s paper, 
namely the relation of sociology to economics. I am 
unable to see that there is any necessity for conflict or 
any difficulty in reconciling these two fields of scientific 
research. Referring to the classification that was 
adopted by Comte, as Professor Giddings has stated, we 
see that his sociology was simply a very general science, 
including under it a number of sciences, or subordinate 
branches of investigation. In Comte’s classification, we 
find that he makes only six sciences; and moreover 
mathematics is not a true science, as he admitted, but 
only a standard to which all the other sciences are to be 
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referred ; so that we have astronomy, physics, chemistry, 
biology, and sociology. Astronomy is essentially the 
study of planets. Geology and geography are included 
in it. And yet no geologist ever complained that the 
astronomers were encroaching upon his domain. As- 
tronomy treats the earth simply as a planet. The as- 
tronomer does not need to know anything more about 
it than he does about Jupiter. But the geologist goes 
into the planet, because he is here where he can do so. 
Geography is only another way of studying this planet. 
The biology of Comte’s system is also a very general 
science, and I observe that modern biologists are be- 
ginning to adopt it in practice. There was some com- 
plaint among the botanists some time ago that the great 
universities were teaching zodlogy altogether and neg- 
lecting botany. But the reply was, from Johns Hop- 
kins and other institutions, that they were not teaching 
botany or zodlogy at all, but biology or the science of 
life. If they could deduce their principles better from 
zoology they took their illustrations from that; if better 
from vegetable life, then they took them from that. 
So that really, without thinking of any such thing as 
endorsing Comte’s system of classification, the whole 
world is coming to endorse it in practice. 

Sociology is another just such science. It embraces 
everything that relates to man as a social being. For 
my own part, I am perfectly willing to accept ‘“ sociolo- 
gy” and have a single term for the great science. I 
think we can discuss all great sociological questions bet- 
ter by having a satisfactory word. 

This would leave political economy as one of those 
sciences that stand in the same relation to sociology that 
geology and geography stand to astronomy or that 
botany and zodlogy stand to biology. There is no con- 
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flict in that. The sociologist Jar excellence, the student 
of social science who holds the chair of sociology in an 
institution where there are also chairs of political econ- 
omy, jurisprudence, ethics and the rest, would have as 
his part of the work to treat of man asa social being, 
and to develop that subject on lines quite independent of 
the work in the other branches. They should not per- 
haps be called separate branches. They are the dzffer- 
entia of the great classification. The lower parts of any 
system of classification always contain more than the 
higher. All generalization consists in giving to the sub- 
ordinate branches of the system greater intensity. They 
contain more: viz., the details filled out. But in the 
higher orders we are obliged to leave them out of ac- 
count. Just as in the classification of animals or plants 
when we are describing an order we say nothing about the 
family characters. When we come down to the family, 
we do not mention the generic characters, but we do men- 
tion a great many more than we did in the ordinal descrip- 
tion. So when we come to the genus we have a longer de- 
scription than in the case of the higher groups. The 
whole thing is synoptical. 

Now we should group the sciences in that same syn- 
optical way, putting them in their proper relations to 
one another. There can then be no possible conflict. 
That would be my idea of classifying sociology. I 
should use the broad term that signifies all the facts and 
principles relating to man as a social being ; then, under 
that would come the other branches which concern 
man in his economic and other relations. 

I of course can not sympathize with Dr. Patten’s view 
of the case. I am perfectly willing to be read out of 
the synagogue of economics; it might be well perhaps 
to have the Economic Association limited to those who 
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are studying economics. But that the sociologists 
should not be allowed to proceed any further until they 
have, as he expressed it, “ the consent of the economists,” 
seems to me very much like Lord Dundreary’s idea of the 
tail wagging the dog. 

Professor W. J. Ashley: Whatever may be our view 
as to the province of “sociology,” the increasing promi- 
nence of the term in acadeinic life and the increasing 
bulk of the “literature” which has appeared during the 
last few years under that name, the growth of professor- 
ships and “departments,” etc., are facts in the intel- 
lectual history of America which require explanation, 
especially since it is peculiarly characteristic of this 
country. One reason is the intellectual “ curiosity,” in 
the best sense of the word, of the American people. 
Another is that characteristic of the American mind, 
which is partly good and partly bad, the fondness for 
large generalizations, for quick results. But there is 
another explanation. We do not find this rapid growth 
of departments of sociology in Germany, and that is be- 
cause there are certain academic studies into which goes 
much of that interest that is here going into “ sociology.” 
There is jurisprudence. In America jurisprudence is 
almost exclusively a professional study. There is his- 
tory. The study of ancient and medizval history in 
America is, of course, in a most lamentable condition. 
Another and still more important fact is the existence 
there of a historical school of political economy. It is 
clear from a good deal that Professor Giddings and others 
have said to-day, that it has been the limitation of “ eco- 
nomics” in America during the last few years to “ab- 
stract economics,” the increasing restriction of the field to 
the discussion of Value and the measurement of Utility,— 


which has brought as a reaction a craving for something 
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which is now taking shape in “ sociology.” We have this 
curious situation in America at present: The academic 
teachers of sociology are most of them endeavoring to 
limit the scope of their science in senses altogether op- 
posed to the example of all its intellectual creators, like 
Comte, Mr. Spencer, Professor Schaeffle, Mr. Lester 
Ward. The academic teachers of sociology, instead of 
showing that sociology is the master science, the all in- 
cluding science of social activity, are endeavoring to se- 


’ with social sciences 


cure for it a position “ codrdinate’ 
already in the field. This is obviously to a large extent 
the unconscious result of the pressure upon them of 
the academic situation. Instead of their being open to 
the charge that Professor Patten brings against them, it 
is their unconscious courtesy, not to say a certain sense 
of self-interest, which is leading them to take a position 
different from their own intellectual masters. Every age 
and country has had its own intellectual fashion. It is 
the fashion of America at present, it is likely to be for 
the next twenty years, to talk about “sociology.” And 
this is a situation about which the observer need feel 
neither elated nor distressed. The great thoughts which 
have affected men’s minds, and determined our intellectu- 
al attitude, have usually come from men, like Darwin or 
Maine, who have cared but little about the classification 
of the sciences. 


THE HISTORICAL SCHOOL, A RETROSPECT. 


BY W. J. ASHLEY, A. M., PROFESSOR OF ECONOMIC HISTORY IN HAR- 
VARD UNIVERSITY. 


The effective founder of the Historical School in 
political economy was Wilhelm Roscher, whose concep- 
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tion of economics was that of “a doctrine of the laws of 
economic evolution,” or, as he elsewhere put it, “a philos- 
ophy of economic history.” He not only gave the stim- 
ulus, but also contributed more towards the carrying out 
of his programme than the English reader ordinarily 
supposes. Hildebrand gave the same ideas a more at- 
tractive literary form; and Knies provided “ prolego- 
mena to the whole movement.” The growth of the 
school was steady and sure; and when an attack was 
made upon the Verein fiir Sozial-Politik in 1873 most of 
the younger German economists seemed to be in the 
same camp. But when Professor Wagner came to the 
opinion that the time was ripe for a new theoretic con- 
struction, divergencies made themselves felt. The 
recent utterances of Professor Sclimoller, the leader of 
the German historical school, instead of being more 
“extreme” than those of the older historical economists, 
are on the contrary scarcely so sweeping as those of 
Hildebrand and, in some directions, of Roscher himself. 

If, in any country, the historical economist has become 
for a time an economic historian, it is but because there 
is no one else to do the preliminary work he needs. 
Though he seem to leave the field to the abstract econo- 
mist, he has not surrendered his opinion as to the utility 
of abstract studies; and if an attempt is made to corrupt 
our children’s minds and to teach them “morality” by 
means of a political economy of Utility, he will have to 


protest. 
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THE TEACHING OF ECONOMICS IN THE SECONDARY 
SCHOOLS. 


A GENERAL DISCUSSION OPENED BY PROFESSOR SIMON N. PATTEN, 
OF THE UNIVERSITY OF PENNSYLVANIA. 


Professor Patten: ‘There are a few facts that need to 
be stated in order that one may understand the present 
situation and why such a discussion as this is forced 
upon us at present. Just as I said yesterday afternoon, 
so I say now, it is the conditions that are forcing the dis- 
cussion. The real problem is to bring out the causes, 
the relations, the philosophy. We economists do not 
differ at all from others in the insistence upon the 
necessity of dealing with facts; it is merely in the em- 
phasis to be laid on facts. ‘The immediate cause of this 
discussion is the report of the Committee of Ten called 
for by the school masters in the secondary schools on 
account of a confusion that exists in the secondary 
schools and destroys the former relations between them 
and the colleges. The condition had become so bad that 
sone change needed to be made. 

The discussion this morning is practically in another 
form the discussion of yesterday afternoon; on the one 
hand we have a group of sociologists coming in and tak- 
ing the field that economists have had in the past, and 
on the other hand we have historians doing the same. 
I do not find any fault with this. But let us consider 
some facts that have not yet been mentioned. In 
the last century the powerful thinkers, the men who 
made this century, were of that group called utilitarians 
or economists—they were of our group. There is no 
question about that. We economists are the inheritors 
of this line of thinking; not the historians. Then they 
were talking about details—-names and records of kings 
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and things of that kind. Now they have broadened 
their conception of their science. That is well, but cer- 
tainly the historians have no right to put a false inter- 
pretation upon what economic theory is. That is what 
I am contending against. I want an interpretation put 
upon economic theory in harmony with the development 
of the English speaking races. We have no quarrel in 
any way with the historians. It is merely when they 
overlook the history of thought and philosophy, and put 
us in a false position, that we object. It is good that 
they should wake up, become energetic and active, and 
even that they should claim the whole field for them- 
selves; but let them not misinterpret the history of the 
past; let them not misinterpret the causes that have 
given us our 19th century civilization. 

The economist has to do primarily with conscious, 
calculating thoughts of results. We want to get our 
children into the habit of conscious calculation, of judg- 
ing from cause to effect. Now the historical habit is 
different. It also should be'acquired. But I contend 
that the habit of conscious calculation should not be left 
until maturity. The working of conscious self-interest is 
active in the child from the very beginning, and this 
activity must be kept up, developed and trained at every 
stage through life. If this is the aim of economics, the 
science is put in the wrong group in the classification 
of the Committee of Ten. If economists are cousins to 
the historians and sociologists, they are half-brothers to 
geographers and physicists. We ought in the high 
school to study the physical environment ; that lies next 
to economics. Then after that we ought to have con- 
scious study of the development of economic ideas. 


Professor Henry C. Adams: The point in dispute 
between the last two speakers is an exceedingly interest- 
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ing and instructive one. I cannot, however, take sides 
strongly with either of the disputants, for it is im- 
possible for me to separate these two things, history of 
industrial development and analysis of industrial theory. 
To my mind the importance of industrial history lies in 
the fact that it throws clear light upon theory and en- 
ables us easily, and without using big language, to ex- 
plain economic problems. 

The question before us according to the program per- 
tains to the place of economics in the secondary schools, 
which, as I understand it, embrace city high schools, as 
well as academies, and should be approached from at 
least two points of view. One should, in the first place, 
inquire what secondary schools are for, and whether 
political economy as a study is in harmony with that 
purpose ; and in the second place, one should ask if it is 
wise to undertake so abstract a subject as the theory of 
economy in advance of a careful survey of industrial 
history. That there may be no mistake respecting my 
position in this matter, I would say definitely that I am 
inclined to protest against the introduction of theoretic 
economy into secondary schools, first, in the interest of 
the schools themselves, and second, in the interest of 
theoretic economy. 

We must distinguish in this discussion between the 
high school on the one hand, whose chief function in the 
community is that of people’s college, and the academy 
on the other, which is designed to prepare pupils for col- 
leges and universities. The wider purpose of the high 
school: makes the adjustment of its curriculum the 
more difficult, the chief source of difficulty arising from 
the fact that some of the pupils enrolled desire to enter 
the university, while others intend to pass directly to 
their trades or professions. The curriculum of the 
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high school must have regard to the educational needs 
of both of these classes of pupils. 

The object of the people’s college is, primarily, to 
afford discipline (there is nothing very original in that), 
and secondly, to enable pupils to understand the forces 
which touch their own lives, or which will touch them 
when they become independent members of society. 
Now, so far as discipline is concerned, one study is just 
about as good as another, provided the different kinds 
of discipline are recognized and provision made for in- 
struction in each. To illustrate my point: There is a 
line of thinking which we call scientific thinking ; 
but it is not necessary that botany and geology, anatomy 
and other biological sciences, and chemistry should all 
be taught. If properly studied, the interpretation of 
scientific reasoning can just as well be gotten from one 
of these studies as from all of them, and it is much 
better that one of these studies should be followed 
thoroughly than that all should be studied in a super- 
ficial manner. Another line of reasoning is implied by 
the word mathematics; yet another by the word history, 
and another by the language group of studies. My 
point is that if the student upon leaving the high school 
has acquired familiarity with these various lines of 
reasoning, these various disciplines, I may term them, 
the high school has satisfied one of the purposes for 
which it is organized. There is nothing in the princi- 
ples of political economy essential to this primary disci- 
pline, and this being the case, it would seem wiser to lay 


greater stress upon those subjects for which the teachers 
are better prepared. The force of this position fests . 
upon the fact that trained economists who are willing to | 
take positions in the high schools are not to be found, 
and so difficult is it to obtain that training that I 
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question whether we shall be able to secure any con- 
siderable number of high school teachers capable of 
teaching this subject in the near future. As a wise sage 
said in ancient times, it is a condition and not a theory 
that confronts us. 

My second protest against the teaching of political 
economy in the high schools is presented in the name of 
sound economic thinking. I should much prefer in the 
interest of economy itself, that more time be given to 
the historical studies, a different turn being given to 
them, than that the so-called principles of political 
economy should be taken up. It is almost impossi- 
ble for a mature man, even a well trained man, to 
understand the ins and outs of a difficult economic 
problem, so far as its theory is concerned. Why? Be- 
cause he is inclined to regard commercial rights and 
duties as stationary in character. It is true that men 
like Professor Clark and Professor Patten, and indeed all 
the theoretical economists, appreciate that truths are 
relative and that industrial conditions are in process of 
development, but as was said here yesterday afternoon, 
what teachers assert upon matters of this sort is not of 
as much importance as the impression which they leave. 
And I ask any teacher who has endeavored to introduce 
young men into the practical questions of economy, if 
it is an easy matter to impress upon them that economic 
truths are to a certain extent hypothetical and con- 
ditional. We very well know, at least that has been my 
personal experience, that it is with great difficulty that 
this can be done. 

I, therefore, in my own teaching place, as preliminary 
to the study of systematic economy, a careful study of - 
English industrial society, and I have found that stu- 
dents so trained come to a discussion of economic prob- 
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lems with a better preparation than would otherwise be 
the case. And I have further observed that when they 
come to an analysis of economic theories (this is the 
fourth stage, as I lay it down, in the development of 
economic study—the first being economic history; the 
second, a general survey of the principles of political 
economy; the third, a study of economic problems; 
and the fourth, the study of economic theory), they are 
able to grasp the meaning of economic theories. The 
study of theory is put at the wrong end of the 
curriculum when taught in the high schools. It is the 
most severe of all disciplines, and should not be thrust 
upon untutored minds. 

But it may be asserted that in a democratic country 
the people must be instructed in economics. With that 
I agree most heartily, but venture to suggest that 
economics does not necessarily mean political economy. 
The chief requisite of a good citizen is that he should be 
able to appreciate, and feel, and understand those forces 
that touch his life. One of the most common sources 
of error respecting general social problems is that men 
cannot distinguish the temporary, fleeting movements of 
society from those which really make the character of 
the age in which they live. Now one cannot hope to 
separate the temporary from the permanent, except he 
has before him a picture of the great movements of the 
race from the time when society existed in status down 
to the present, when it exists under the form of volun- 
tary association or contract. Consider, for example, the 
question of strikes, of arbitration, of the legalization of 
all of 


these questions pertain more or less in form, though not 


trades unions, of the control of corporations, 





necessarily in essence, to a return to the condition of 


status. This is a fact which ought to be present to the 
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mind of every citizen, otherwise his thinking upon 
public questions of this sort must tend inevitably to the 
subversion of the social order; and the high school, in 
adjusting its curriculum upon history and economics, 
should set before itself as a task of prime necessity to 
so train the minds of pupils that they will easily, 
quickly, indeed spontaneously, appreciate the fact that 
to adopt certain proposed solutions of industrial prob- 
lems will lead society back to the old condition of 
status. 

My thought relative to the relation of economics to 
secondary education is suggested by the following 
question: Should we not obtain better results both in 
the direction of discipline and of practical utility, so far 
as public industrial questions are concerned, if, instead 
of putting abstract political economy into the curricu- 
lum of our schools, we introduced by the side of 
political history the economic and industrial history of 
the English speaking people? It seems to me that in 
this manner pupils would be prepared in a way they 
cannot otherwise be prepared to appreciate economic 
theory, when they come to the time appropriate for this 
study ; but of more importance than this, we should 
train a set of men able to see the bearing of the great 
industrial and social probtems of the day. 


Professor Lindley M. Keasbey: If you mean by 
“economics,” theoretical political economy, then I would 
say we do not want it in the public schools. What I 
would have in the schools is some knowledge of eco- 
nomic facts. Most of our young men grow up and enter 
college without any idea of the commonest facts of the 
world about them. We teach geography in the schools ; 
we teach history in the schools. The geographies we 
use, however, are entirely political, mainly pictorial. I 
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should like these geographies one and all taken out, and 
maps and text books so arranged that, in the first place, 
there should be a general survey of physical and ecc- 
nomic geography. From the study of this I should like 
to have the conclusion drawn that the successful econ- 
omies of mankind have developed in the temperate zone. 
Then I should like to have the book take up the physical 
geography of Europe. First the orographic conditions of 
that unit should be described. Then I should like to see 
the hydrographic, the climatic, the geognostic, and finally 
the geographic conditions of that particular unit set forth. 
Then the book should go on to enumerate and define the 
races of mankind and show how the Aryan family of the 
white race came to inhabit these countries of Europe. 
Having traced the migrations of the races very roughly, I 
should like the next volume of the geography to begin 
with what we speak of as historical geography and demog- 
raphy. Thus I should like the students to be taught 
how the different families of the Aryan race came to 
form the political and economic organizations of to-day. 
Finally, I should have a summary of these European 
states brought before the mind of the pupils, that they 
might know what these states are each one now doing 
in economics and politics. 

When we come to America we have entirely different 
conditions. We have nosmall geographical units. We 
have no migrations of races. If we do find North 


America separated by mountain barriers, the people who 
came here were able to cross them. If there were dif- 
ferent climatic conditions in North America, the people 
who came here were able to live in almost all of them. 
So we should have to divide North America up accord- 
ing toa basis of geology. We should have to look to 
the drainage, the soil, the conditions of hydrography, 
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the conditions as regards mountains, etc., until we had 
divided the map into natural economic divisions. Then 
I would pursue the same plan with the colonization of 
America. Instead of dealing with the migration of 
races, we should be dealing, however, with the coloniza- 
tion by European peoples. Finally by going back over 
these different economic sections, I would show what 
particular people have settled in each section, what char- 
acteristics they have shown in economics and politics ; 
and what each section is now doing and may do in an 
economic way. 

This work in geography and demography would seem 
to me to give a frame work of ideas to the young stu- 
dents. I should then take our political histories and 
instill into them some economic ideas. I agree with 
Professor Adams perfectly that the history of English 
e:onomic industry is what our pupils should learn. But 
I would supplement that with something of American in- 
dustrial history ; with some idea of the way in which 
our frontiersmen have cleared the way toward the West. 

This is what I mean by teaching economics in the 
public schools. It means a reform of the study of 
geography and it means an addition to the study of his- 
tory. 

Dr. Edward T. Devine: I am very glad that this dis- 
cussion has not become merely a perfunctory endorse- 
ment on our part of the idea that political economy ought 
to be taught in the public schools. The only reason, I 
suppose, why the Committee of Ten, or the conference to 
whom this subject was referred, recommended that polit- 
ical economy should not be taught in any formal way in 
public schools, is that there has never been on the part 
of economists themselves any formal statement that in 
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their opinion such teaching would be either possible or 
profitable. 

It is said that there are no suitable text-books but this 
is by no means proven. It is said that there are no 
trained teachers, that teachers are not in a position to 
take up the teaching of political economy. If it is 
meant that what we want in the schools is the intro- 
duction of only those subjects for which conventional 
methods have been worked out, for which there are text- 
books outlining the exact methods by which teachers 
have been presenting those subjects for generations, it may 
be that political economy is not suitable. But subjects 
of the kind I have mentioned are those that ought, when 
the curriculum is crowded, to be taken out. I believe 
we ought often to put into the public schools the kind of 
subject that can be taught only by a person who is abie 
to adapt himself to new methods, who is able to do some 
original work. ‘This gives a favorable condition for nat- 
ural selection in the schools. I believe we ought to have 
some tests to make it obvious that poor teaching is being 
done. It is therefore a kind of recommendation for the 
introduction of political economy into the schools, that it 
could be taught only by persons who are wide awake, 
by persons who are able to find out for themselves the 
right method. 

What is then the subject matter that ought to be 
taught? ‘The answer I would make is suggested by the 
scheme Professor Giddings has given us. Professor 
Adams insists upon the fact that you should give to the 
child that kind of training which will best fit him to 
understand the forces he is to meet with in subsequent 
life. If then he is to come into contact with physical 
forces, with ethical forces, if he is to have occasion to 
use logical methods and mathematical formule, we 
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must teach him all these. Is there not still a gap, how- 
ever, if you do not teach him to understand also 
economic phenomena, if you do not train him to intelli- 
gent observation of industrial and economic facts? 

Notwithstanding the report of the Committee of Ten, 
which did not represent adequately the views of econo- 
mists on the subject, I would submit that there is a con- 
siderable and respectable economic opinion in favor of 
the formal teaching of economics in the schools. The 
very emphatic recommendations of the President of this 
Association, both in public discussion and in print, carry 
great weight and are unequivocally in favor of this po- 
sition. As further evidence of the possibility of doing 
such work in the schools, I would point to the same 
President, to the distinguished former President of 
this Association, and to the most eminent living econo- 
mist in England, all of whom have indirectly given ex- 
pression to their opinion that this can be done, by fur- 
nishing us useful text-books suitable for the purpose,— 
text-books, I venture to say, as good as the text-books 
used in the formal teaching of history or of English 
literature in our schools. 


Professor William W. Folwell: I agree with Profes- 
sor Adams that it would not be wise to introduce politi- 
cal economy as it now exists in our books or in the notes 
of our teachers, into the public schools. At the same 
time, it seems to me that the art of economizing, in the 
noble sense of that term, is one that should be taught 
from the earliest childhood. I believe that to be a val- 
uable part of education. I find students coming to me 
as Juniors who do not know what a factory is, how a 
mill is run, what a bill of lading is, what a bill of ex- 
change is; who know hardly anything about the eco- 
nomic phenomena going on about them. ‘Those things 





| 
| 


130 American Economic Association. 


can well be taught to children and to some extent are 
taught in what are called the “ general lessons” of our 
lower schools. Our children may at an early age be fa- 
miliarized with the phenomena of business and of the 
economic world. 

While agreeing with Professor Adams that political 
economy should not now be taught in the public schools, 
I believe it should at some day be taught in the high 
schools. Professor Adams has wisely said of the high 
schools, especially those of the West, that they are to be 
the people’s colleges. In the city of Minneapolis there 
are four high schools with some three thousand pupils 
in them. Probably two hundred of those will enter col- 
lege. The remainder will go out into life from the high 
school. I submit that if those young people could carry 
with them some systematic knowledge of economics, it 
would be very useful to them and to society. But there 
is no room for that now; the curriculum is over crowded. 

What is to be the solution is a matter upon which I 
have thought for many years, and I have this to suggest. 
In the first place, the production of text-books which 
shall be better adapted for the use in high schools than 
those which now exist. The other thing is to extend 
the work of the high schools. I think it not rash to 
prophesy that some of the young men here to-day will 
see the time when the high schools of our cities and 
larger towns will have extended their work to embrace 
the first two years of the college course. There is not a 
particle of sense in a boy studying part of his algebra 
in school and going to college for the rest ; or in read- 
ing two books of Livy in school and going to college for 
the rest. The secondary education of America must be 
developed as it has been developed in other civilized 
states to cover a certain epoch of education. When 
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the high school of the United States shall have been 
developed to occupy the field it should occupy, there will 
be room for several things which may not now be under- 
taken. There will be room, I suggest, for political econ- 
omy, and I think that great service will be done in those 
developed high schools of America in giving the ele- 
ments of that science to the young people who in count- 
less thousands will complete their education in those 


schools. 


Dr. Ernst Von Halle: If I were to carry out the 
line of thought suggested by Professor Patten and Pro- 
fessor Giddings, I should first ask, What is economics ? 

I have been in this country for two years studying 
economics and I leave the country convinced that every- 
body here has an economics of his own. Now if you 
want to introduce that science into the public schools, 
the first consequence will be that instead of five or six 
hundred economists you will have twenty or thirty 
thousand, I suppose, and I doubt if this would do much 
to clear the field of political discussion. 

I think there is no economist or sociologist in Europe 
who is not sure that sociology is a very wide field, of 
which economics is a very small but important part, and 
there is no economist in Europe who does not believe 
that the teaching of economics embraces the teaching of 
economic history, of statistics, of present economic con- 
ditions, etc. To-day, I confess that I do not think there 
is much teaching of economics in this country. There 
is much teaching of economic theory, a little teaching 
of economic institutions, a very little teaching of eco- 
nomic history; but that a man should be taught what it 
all means, how it relates to the policy of the country, 
how important are;its bearings upon a flourishing indus- 
trial life, this I must confess does not seem to have oc- 











132 American Economic Association. 


=< 


curred to the teachers of the subject. In no college in 
this country have I found a complete course of economic 
subjects. I have found much sociology, heaps of theory, 
but where is the study of institutions? A little rail- 
roads, a very little banking, some teaching of other in- 
stitutions ; but no all-embracing economics. I feel very 
sure that theory is a most important part of economic 
knowledge. But it seems to me that it is also a most 
important part of the duty of the teacher of economics 
to make his pupils understand the practical questions of 
the day. Do you think that the country profits more by 
a meeting of the leading economists which discusses these 
theoretical questions, than by one which discusses the 
practical problems, labor strikes, trusts, first of all bank- 
ing and money? Or do you think a long discussion 
upon theory will make business men understand that 
there is a life of the nation which is growing and de- 
veloping, that the leaders in this life, in the long run, 
can not be the business men who are engaged with pri- 
vate affairs, but must be the trained economists and ad- 
ministrators? Economic history ought to make men 
practical economists. Economic theory ought to enable 
a man to understand the problems of his time. 

The people are startled by trusts and combinations 
because they do not know what they mean. The coun- 
try is in despair over the financial question. The banks 
are disturbed because they do not know what is going to 
come out of it. Do you think this is the last end of 
economic studies,—to leave these great questions and 
give us no light as to the answer, except that “our 
theory will tell you what this ought to be?” 


Professor E. J. James here made some remarks in 
favor of the introduction of economics into the second- 


ary schools. 
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Professor Simon Newcomb: If there is any student 
of society who thinks that we can understand the so- 
ciety of to-day without understanding how it came to be 
what it is by a development which has extended through 
the ages, or if there is any person who fails to see that 
we are passing through a transition stage, and that 
things in the twentieth century will be in many respects 
essentially different from those in the eighteenth ; if, I 
say, there is any such person, I do not know where to 
find him. But from what has been said it seems that 
there are some who think the theoretical or deductive 
method is of little use in understanding economic facts. 
In holding that view, we are simply throwing economics 
outside of the pale of all science. There can be no 
science that is not based on abstraction. The whole 
public policy of this country, both as regards govern- 
ment policy, as regards subjects of legislation by the 
general government, the corporate policy of the United 
States, and as regards the economic movements of great 
bodies of the citizens in the labor organizations, are based 
on a few abstract principles which we might state in a 
dozen sentences. That is the condition of affairs which 
we have to meet, and we can meet it only by other and 
sounder abstractions. The only way to do this is to 
have a large body of men educated in the application, 
and correct application of such abstractions. 


Professor F. H. Giddings: I think that the greatest 
educational danger, in the discussion of this topic, lies 
in the probability that we shall confuse the question of 
teaching economic truths with the question of teaching 
a system of political economy. Personally I should be 
opposed to any plan that would put the teaching of a 
system of political economy into the secondary schools. 
But we need not therefore refrain from teaching to 
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school children some elementary economic truths. We 
do not put into the lower schools a complete system of 
astronomy, of physics, or of biology, but we see to it 
that the boy of ten years has some few correct astro- 
nomical and physical ideas. If we are to have intelli- 
gent citizenship in the United States our boys and girls 
must be taught some elementary truths of political 
economy. The real solution of this problem is in 
getting teachers who know the difference between 
economic nonsense and economic sense, not in getting 
text-books. 

I should like to say in answer to a statement by Dr. 
Von Halle that it isa good thing that he was able to 
find so little harmony of economic theory in this coun- 
try. We used to have lots of it, but it was the harmony 
of stagnation. We are beyond that. Every man is now 
thinking sincerely for himself. Let each be true to the 
light he sees, refuse any man’s authority, work for the 
truth, and we shall have ultimately an economics in this 
country that will be worth the while. 


Professor W. J. Ashley: I should be extremely sorry 
if there were an impression that my paper was intended 
as an attack upon the abstract school. It seemed to me 
that during the last few years there had been a develop- 
ment of economic teaching in this country which tended 
to limit economics to an abstract science of a particular 
character. In our economic journals, in our publica- 
tions, we have again and again,—as in this paper of 
Professor Patten’s, as in much of the discussion of yes- 
terday,—language used about the economists doing this, 
that and the other,—with an absolute disregard of the 
existence of those who hold other views. All that I 
sought to show was that after all there was another way 


of looking at things. 
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Now as to the immediate subject before us, namely, the 
teaching of economics in the schools,—which has, not 
altogether fortunately, been mixed up with the subject of 
economic method. Some people have talked as if every- 
body would agree with regard to the desirability of teach- 
ing “the elementary principles” of political economy. 
But we are not agreed as to what the elementary principles 
of economics are. Professor Patten thinks, for example, 
that the elements of political economy are expressed in his 
recent paperin the Anaals. ‘There are many economists 
here who more or less sympathize with the abstract method 
of argument, who yet believe that Professor Patten’s 
whole position is mistaken, who think that the method 
of teaching children which he advocates is essentially 
immoral. If a boy, we are told, understood that his in- 
terest lay in final utility and not in initial utility, with 
regard to sharing his apples with other boys, his con- 
duct would be more “generous.” Not in the least. 
Conduct that is influenced by a feeling of interest is not 
“ generous.” 

There has been one considerable experiment made in 
the popularization of political economy. That was in 
the forties, ’fifties and ’sixties in England, in connection 
with workingmen’s clubs and institutes. And to it is 
largely due the utter discredit of political economy 
among intelligent workingmen in England to-day. 


Professor George B. Newcomb: I know it is good ped- 
agogic theory that science, as taught in the public schools, 
must be not in scientific form; that the material of the 
sciences can be furnished and gradual progress made 
toward the scientific attitude. I suppose the same prin- 
ciples should apply to the moral sciences, and the ques- 
tion of the teaching of economics in the public schools. 
If there is to be any developed and definite science of 
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sociology, which aims to correlate the different mental 
and social sciences and furnish methodary principles for 
the evolution of life, then it would appear that we should 
furnish the sort of training that the teacher should have 
for the teaching of a science of life, an estimate of life, 
an evaluation of life. This would include enough of the 
economic way of thinking to make it intelligent on that 
side, and enough of the ethical habit of thought to give 
it a broad comprehensive character. I think the general 
student should be made familiar with the economic con- 
cept, the economic logic and method of thought, that is 
so apt to be absent even in those who have large 
amounts of history and language. The question should 
be taken up also in connection with the study of ethics 
and of civics. ‘The last is a broad title, under which I 
think the pupils in the high schools ought to be in- 
structed. 

Reference has been made here to the fact that our 
schools are much more than preparatory schools for the 
colleges, that men are going out to meet these problems 
of our modern social life who have had no training in 
the mental and moral sciences. It is a wonderful thing 
for me to hear men insisting that in a great commer- 
cial metropolis the chief thing is for a man to know the 
physical sciences. These are practical, we are told. But 
the problems that are practical are those of city govern- 
ment, of business, of finance and banking, of the relations 
of labor and capital. The people are mixed up with 
regard to these; they have rio practical training on these 
subjects. There is a grand work for the public schools. 
You want not written text-books, but living text-books. 


A practical business man in this city said to me in 


answer to my question regarding the best way to make 
a boy ready for his work in life, fit for his business, “I 
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would have a good intelligent man talk to him from 
time to time.” That is about what I mean with regard 
to the teacher of these subjects in the schools. He 
should give the boys something of a philosophy of life, 
and do it by personal conversation with them. Buta 
man who does that must have a suitable training. 


Professor S. N. Patten: I feel very greatly disap- 
pointed that the real point at issue in this discussion has 
not come before the Association. ‘There is a misappre- 
hension of what it is that economics can do in the schools. 
It is to furnish training in the habit of abstract thought. 
For illustration, take the matter of temperature. It is 
continually fluctuating. There is, however, such a thing 
as an average temperature. This fact we can impress 
upon the child’s mind. A six year old boy can under- 
stand that. But it is an abstraction. The boy does not 
think that there is an ideal thermometer somewhere that 
stands at the point of average temperature all the year 
round. In the same way he can understand what is 
meant by average wages. From these simple things 
we can develop the proper method of reasoning on ab- 
stract questions. When young men arrive at maturity 
they will have to think on abstract questions. If we 
have trained them right they will think right. 

At the same time, in the group of history and politics, 
economic history should be taught, but we should not 
think of these as being in the same field as economics 
proper. The mistake in this discussion has been the 
thought that in saying that a certain abstract way of 
thinking should be taught, I would exclude history. Not 
at all. Economic history is even not a part of economic 
theory, but of history; it should go into another group 
of sciences running parallel to the group of which eco- 


nomics is the highest development. In the group of 
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physical sciences we cannot teach a man to think prop- ‘4 
erly on economic problems. Nor can it be done by his- 

tory. History is not a topic which leads up to economics. 

On the contrary it rather prejudices a person against it. 

Give that its place, but put in economics also. 


‘ 
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